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INITED STATES DISTRICT COURT 


SOUTHERN DISTRICT OF NEW YORK 


PAINE, WEBBER, JACKSON & 
CURTIS, INCORPCRATED, 


Plaintiff, 


INMOBLLIARIA MELIA DE 
PUERTO RLGC > ING te 9 


Defendant. 


Deposition of Defendant, by MARTIN L, 


“COHE IN, taken by Plaintiff, pursuant to notice 
dated September 25, 1973, at the offices of 
Messrs. Dewey, Ballantine, Bushby, Palmer & 
Wood, 140 Broadway, New York, New York, on 
February 28, 19/4 at 10:30 o'clock a.m., 
before Gerald I. Metz, a Certified Shorthand 
Reporter and Notary Public within and for tae 


State of New York. 


DOYLE REPORTING, INC. 
CERTIFICD STENOTYPE REPORTERS 
132 NaGsay STRELT 
New Yorn. N. ¥. 10033 


Tcriervone BAnctay 7-6441 


APPEARANCES : 


Messrs. DEWEY, BALLANTINE, BUSHBY, 
PALMER & WOOD, 
Attorneys for Plaintiff, 

140 Broadway 

New York, New York 10005 


BY: DANIEL L, CARR, ESQ., 
: Of Counsel, 


Messrs. WEISS, ROSENTHAL, HELLER & 
SCHWARTZMAN, 
Attorneys for Defendant, 

295 Broadway 

New York, New York 


BY: RICHARD F. HOROWITZ, ESQ., 
O£ Counsel. 


MR. HOROWITZ: This deposition will be 
conducted pursuant to the same stipulations that 


we entered into at the beginning of the Wilkes 


MR. CARR: Yes, that's right, 
MARTIN L. COHEN, called as a 
witness, having been first duly sworn by the 


Notary Public (Gerald I. Metz), was examined 


| 
| 
| 
| 
| 
i 
| 
| 
deposition; is that right, Mr. Carr? 


and testified as follows: 


—— 


Cohen 

EXAMINATION BY 
MR. CARR: 

Q Mr. Cohen, would you state your address for 
the record. 
A Business or home? 

Q Your home address. 
A 4 Sinclair Drive, Great Neck, New York. 

Q Do you have a business address? 
A Yes, I do. 

Q Would you state that address. 
A 1133 Avenue of the Americas. 

Q Is that the offices of International Stretch | 
Products? 
A Yes, it is. 

Q Are you pene employed? 
A Yes, sir. 

Q By whom? 
A International Stretch Products, among other 


corporations that the family has. 


Q Are you an officer of International Stretch 
Products? 
A Yes, IT am. I am chairman. 

Q You are employed by that corporation? 
A 


Yes. Chairman is an officer in this particular 


| 
e 
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Q You mentioned other corporations that you 


are affiliated with. Would you give me the names of 


those corporations? 


A Basic Equities and Development Corporation. 
Q Are you an officer of that corporation? 
A Yes. President. 


Q Does that corporation have offices in the 
State of New York? 
The offices are in 


A No. Not to my knowledge. 


Puerto Rico. 


4 Is it a New York corporation? 
A It's a Delaware corporation. 
Q With its principal place of business in 


Puerto Rico? 

A Its principal place of business and principal 
corporations, which Basic Equities is a holding corpo- 
The principal companies which it holds are 


ration. 


Puerto Rican companies. It's office is in Puerto Rico. 


Q Are you presently a director of any other 
corporations? 
A Yes. 

Q What are those corporations? 


A Several real estate corporations, family controlled. 


| 
oS 
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to 


I couldn't even -- Maries, 
| 
3: 8 Q Marles Equities? 


a a Yes, That's just one of them, Other companics 


here. Most of them are in Puerto Rico. 


we | 


| 

Q Would you say that most of your time is 

' devoted to companies such as Marles and Basic Equities 
or to International Stretch? 


9 || A International Stretch. 


| that you devote to International Stretch? 


| 

| 

10 || Q What percentage of your time would you say | 
| | 

MR. HOROWITZ: I object. | 

| 


3 | I don't want to be difficult, sut what 


} 
| 
14 is the significance? | 
| 


15 fi THE WITNESS: 95 percent to Stretch. 


Q You said that Basic Equities is a holdii 


company? 


A For the most part, yes, it is. 


| 
16 Q How long have you been affiliated with Basic 
Vr Equities? 
18 A Since its inception. 
19 | Q When was that? 
20 | A To my knowledge -- 
>| | Q Just your best recollection. 
| A Ten years, approximately. I founded it. | 
| 
| 
| 
| 
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Q Is it an operating company at all? 


A I can't say. Technically, I don't know. Ina 


legal sense, I don't know. 
MR. HOROWITZ: Tell him what you 
understand that it does, What does it do? 
THE WITNESS: Basic Equities has 
several wholly owned subsidiaries, mostly Puerto 
Rican corporations which are engaged in the real 
estate business in Puerto Rico only. Basic 
Equities does no business in the United States. 
Q So you have been engaged, through Basic 
Equities at least,in the real estate business for at 


least ten years; is that correct? 


A Yes. 


Q Do you recall when the first discussion of 
the possible construction of an "apartotel" occurred? 
A I would say about four years ago, to the best of 


my knowledge. 


Q Do you recall who initiated thae discussions: 
A They were initiated by Mr. Fullana, Mr. Melia and 
myself. 

Q Which Mr. Melia‘is that? 
A Francisco. 


Q Is that "Paco"? 


A Yes, 


Do you recall who initiated these discussions? 


WITZ: You mean which of those 


MR, 


HOR 


MR. CARR: Yes. 


~ H Q Which of the three of you came to the other? 


I ; 

| A They came to me, as I recall, 
ol MR. HOROWITZ: Just for the clavity of | 
10 ! the record, do you remember which of the "they" 


came to you? I think that's what he is getting at. 


12 | THE WITNESS: I think it was probably 


3 Ct _Fullana first and then very shortly thereafter Mr. 
| 
{ 

4 I Melia. 

is | Q Have you had any other business dealings in 


io | the past with Mr. Fullana? 


a; ft A A very small nature, yes. 
18 | Q Had you had any other dealings with Mr. 
19 : Melia or the Melia organization? 
20 | A No, sir. 
a4 
| 
29 A Yes, 
23 Q Did you have any correspondence with Mr. 


Fullana at that time about the proposed apartotel? 


| 
| 
Q You say this was about four years ago? 
25 A I doubt it. We practically did everything in : 
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2 | person, I might have. I don't think so. 
- 7 Q Were those discussions in Puerto Rico or in 


1 | New York? 


Ht SH Yes, Puerto Rico. 

6 Q Did there come a time when Inmobiliaria | 
? Melia de Puerto Rico, Inc. was formed? | 
8 A It was formed before I joined them, to the best of | 
} | 
9 | my knowledge. | 
10 | * ¥g Do you know about when that was? | 
io OA About four years ago. 
| 
12 || Q Do you know who the incorporators were? | 
13 | A . Well, the Melia family of Spain and Pedro Fullana, | 
14 Q That's a Puerto Rican corporation; is that | 
is: |  -eorrect? | 
| | 

16 | A I believe his brother was involved at the time, 
ae 1 Sate anni, | 
18 MR. HOROWITZ: Do you have another | 
19 question pending that he didn't answer, whether | 
20 it was a Puerto Rican company? | 

2] MR. CARR: Yes, I did. 
09 MR. HOROWITZ: Is it a Puerto Rican 


company, do you know?’ 


a4 | THE WITNESS: To the best of my 


knowledge, it is. ‘I think it has to be. 
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Q So some time after the inception of the 


defendant corporation you became a stockholder; is that 


correct? | 
A Very shortly, yes, thereafter. | 
Q About how long after that? | 
A It could have been maybe a few months, | 
Q Did you become a director at the same time? 
a Yes. | 
Q And an officer? | 
A Yes. | 
Q What office did you first hold? | 
A . President. | 
Q Are you still the president? | 
A I think so, yes. | 
Q At that time who were the other stockholders | 


when you first joined the defendant? | 
| 


A To the best of my krowledge, the Melia family. It 


could have been the Melia family or it could have been 


| 


Melia's -- I believe it was the Melia family, the father | 


and son and the brother, Jamie Fullana and Pedro 


Fullana and in my case not just myself. I think it was 


myself and my brothers. It was Martin Cohen, Lester 
Cohen and Arthur Cohen, to the best of my knowledge. | 


Q Are all of those people still stockholders 


Scalia See ee ee ee ee 


F h 1 

| Cohen EV 10 10 : 
| 

H in the defendant? 
Y | 
1 OA Yes, sir. | 
i Q What percentage of the stock did you and | 
| your two brothers hold? | 
| A 50. | 
! | 
t Q Did B2sic Equities hold any of the stock or | 


| any other corporation controlled by them? 


| 

| 

| oA I don't recall. I am not clear. I think it was | 

: } 

i 

| done individually and then it might have been transferred, 
1) || to Basic Equities. I don't know who the stockholder at 


12 || this moment is or became. It might be Basic Equities. 
It probably is. 


it 2, HOROWITZ: In other words, your 


~~ 
& 


is | testimony is that either -- 

16 THE WITNESS: It's either the Cohens 
“at or Basic Equities have 50 percent, The Cohens 

18 own all of Basic Equities. 

19 Q Does the defendant corporation hold meetings 
20 | of the board of directors from time to time? 

21 A Yes. 

aA Q Approximately how often are those meetings? 


24 Q - Are any minutes kept? 


{ 
| 
24 A Very often, but they are not formal. 


crear sepse me Semen 
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Q Are any notes made of those meetings? 

A No. From time to time there have bcen, I believe, 
formal meetings. But very infrequently. 

Q No minutes are kept even of the formal 
meetings; is that correct? 

A I don't really know. I don't recall. 

Q Prior to this deposition, did you or your 

counsel receive a request for production of documents? 
MR, HOROWITZ: | I will volunteer that 

I did. 

Q You have examined your files and the files 
of the defendant in responding to that request? 

A Yes. 

Q You have come across no minutes of board of 
directors' meetings relating to the subject matter of- 
th.s litigation; is that correct, or that would be 
resporsive to the notice to produce? 

A Yes, thae. ds correct. 
When you refer to "board of directors", you 
mean a meeting of Basic Equities? 

Q No. I mean of Inmobiliaria, 

A You are referring to meetings of Inmobiliaria 
Melia. 


I don't recall then if there were minutes 
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kept. There may be. Fullana may have minutes. 
MR. HOROWITZ: If there were minutes, 
where would they be? 
THE WITNESS: Fullana would have them. 


MR. HOROWITZ: In Puerto Rico? 


THE WITNESS: Of course. The meetings 


would all be in Puerto Rico. It's very rarely 
that we would ever have any mecting anywhere but 
Puerto Rico. If they would be other than Puerto 
Rico, they would be in Spain, 

MR. CARR: Could I ask you whether Mr. 

_ Fullana's files have been examined? 

MR, HOROWITZ: I don't know personally. 
I am advised that Mr. Cohen just returned from 
Puerto Rico and thae a request was made by him. 

THE WITNESS: Examine his files. 


MR. HOROWITZ: He didn't examine his 


THE WITNESS: They could be examined 
if you want. We have access to them. We could 
send you whatever you ask for. 

Q My understanding was that the only documents 
in Puerto Rico which were responsive to the request for 


production were these docunents which were sent to me on 


Cohen 


Monday by Mr. Horowitz. 
MR. HOROWITZ: That's not correct, wie 

In fact, I have been advised that there are docu- 
ments that ware sent to me, I believe, on Tucsday 
from Puerto Rico. Mr. Cohen just returned from 
Puerto Rico last night. They were unfortunately 
mailed to my office. I checked with my office 
before we came down here and they had not been 
received as yet, But I have left word with a 
responsible person at my office that he should 
call me here and arrange to bring them here as 


soon as they are received, Now, I make no 


guarantee about the United States mails. 
THE WITNESS: You will have them the 


latest tomorrow. 


I don't know if there is anything 
different that you are going to receive than what 
you already have. I just mailed you whatever they 
had. 


MR, HOROWITZ: I am also reviewing 


briefly the notice to produce, and perhaps it's a | 


failure of communic: on, but I did not understand 
from it that counsel wanted meetings of the board 


of directors. I have no problem producing it, if 
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we. have them, but I was not really aware that you 
wanted thea, 
MR. CARR: I don't really ask for 
minutes ox records of meetings or conferences 
the definition of documents, and of ccurse we 
request those minutes only insofar as they fall 
within one of the numbered items that we request. 
MR. HOROWITZ: I didn't understand 
specifically that you wanted minutes of beard of 
directors’ meetings. We will, of course, endeavor 


to locate them presumably in Puerto Rico. 


THE WITNESS: They would only be in 

Puerto Rico. | 

MR, CARR: Fine, thank you. 

Q Going back for a moment to the time you 
joined Inmobiliaria, for what purpose was that corpora~ 
tion formed? 

A Inmobiliaria? 

Q Yes. 

MR. HOROWITZ: His understanding or 
what the certificate said? 

Q Your understanding of why it was formed. 


A For the purpose of land, for the ultimate purpose 


of building an apartotel. 


naetiminiancisieee woes , 
sasitadesepasietenaabonan [eecemmbicanenteataradacatenemntee eee 
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Q Was the project to be an avartotel from the 
beginning or was there some talk of nerhaps a con- 
struction of a hotel? 

A Never a hotel. 

Q So it has always been an avartotel? 

Yes. 

Q Have you ever been involved in the con- 
struction of an apartotel before? 

A No. 

oe After you became associated with the 
defendant, did you have any discussions about obtaining 
financing for the proposed apartotel? 

MR. HOROWITZ: Discussions wita 
anybody? 

Q Discussions with anybody. 

With my partners, yes. 

Q With anyone else that you recall? 

Let's limit it to discussions with 
partners. 
A Yes. 
Q This would be at any ti after you joined 


the company until January of ‘72. 


Q What was the substance of those discussions? | 


| 
| 
A Yes. | 
| 


Li 
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A I don't recall what the substance was, but 
obviously I believe, as my memory serves me, that 
Fullana said that he would be the most logical one to 
obtain the financing because of the fact that he was 

in the finance type-- mortgage type business and he did 
most of the legwork and most of the -- I eiayiddle-cas 
"legwork". He instituted most of the attempts at 


getting financing. . 


Q Did he contact potential lenders? 


A Oh, yes. Sometimes by himself. Usually by him- 
self or with one of my people. 

Q I take it that those efforts during that 
time were unsuccessful; is that correct? 


MR. HOROWITZ: Wait a minute. 


It depends what time. 
MR. HOROWITZ: What time period? 
Q From the time you joined the defendant until 
January of '72. 
MR, HOROWITZ: I -- 
I can't say that. 
MR. HOROWITZ: All right, fine. 
Q Do you know what results Mr. Fullana's 
efforts achieved, if any? 


A I would have to say that the ultimate financing 


a a 
oe “ 


Cohen 


was the result of Mr. Fullana's efforts. 
Q That came some time in the fall of '72, 
guess; is that right? 
MR. HOROWITZ: We have the document 


right here. I think that's the best evidence of 


it. It is the fall of '72. It's dated October 31, 


ere 


MR. CARR: Why don't we mark this. 


THE WITNESS: The fall of '72. 

MR. CARR: I ask that this document 
which is entitled "Loan and Pledge Agreement", 
dated October 31, 1972, be marked as Plaintiff's 
Exhibit 1 for identification. 


(A document entitled "Loan and 


Pledge Agreement", dated October 31, 1972, was 
marked Plaintiff's Exhibit 1 for identification, 
as of this date.) 

Q Going back to the period prior to January 
of '72, are you aware of any specific attempts Mr. 
Fullana may have made to obtain financing for the 
apartotel? 

MR, HOROWITZ: What do you mean by 

"aware", that Fullana told him about it or that 


he witnessed it personally? 
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cae Q Either. Do you have any knowledge? 

Well, I know that he approached several lenders. 
ae Q Do you know what was said between Mr. 
Fullana and the lenders? 
6 A He explained to them the apartotel concept and went | 


into detail because most of the banks did not understand 


the apartotel concept in those days, and the object being: 


to obtain stand-by and construction loan, ysually in 


the absence. of apermanent loan. He attempted ates tc... 
get permanent financing, but in the absence of permanent 
financing most banks or lenders would require a stand-by 
3 | loan as a take-out against their construction loan. So 
that he negotiated with many lenders to get this, with 


several. 


16 | Q Do you know the names of those lenders? 


I know the names of a few of them. 


MR. HOROWITZ: Tell him those that you | 


20 THE WITNESS: First National City. 


a1 | Bank. He spoke to brokers in Puerto Rico. He 


went to Banco Ponce. He went to Bank of San Juan. 


HIC, Chase, many lenders. 


Q Do you know approximately the amount of the | 


25 | loan Mr. Fullana was seeking at that time? 


= ‘ 
t 
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a | MR. HOROWITZ: The principal amount? 
MR, CARR: The principal amount, yes. 

A He was seeking somewhere between «- about $19- 

million or something like that. 

6 |i Q Do you know whether Mr. Fullana or anyone 

else retained a broker at that time? 


8 f MR. HOROWITZ: You mean prior to 


9 | _ January of '72? | 
1 | 
10 * WR GARR: Prior to January of .'72. 
, | 
| 
1 A I know Mr. Fullana spoke to several brokers. He 


| 

} 

gave nobody an exclusive. | 
| 

Q Do you know whether he ever entered into an | 


agreement with any broker at that time? 


Yes. 


A 


16 Q Do you know the name of that broker? 


Paine, Weber. 


Wait a minute. Paine, 


MR. HOROWITZ: 


Weber is after January of '72. 


I don't know the date. 


THE WITNESS: 
I know he did. 
What date did you say? 
MR. CARR: Prior to January of '72. 
24 | THE WITNESS: A formal agreement with 


any broker? 
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MR, HOROWITZ: A written agreement? 
THE WITNESS: I don't know. I doubt 
it. I don't think so, but I don't know. 

Q Do you have any personal knowledge of the 
substance of Mr. Fullana's discussions with HIC or the 
Chase at that time? : 

A Just rough knowledge that he was applying for 
construction, stand-by loan for $18 million or $19- 
million, and he spent a good deal of time explaining 
the concept which has been successful in wurope which 


has never been done in Puerto Rico. 


Q Did Mx. Fullana tell you about these 


discussions? 


A Yes. 


Q Did you ever speak to anyone at HIC or the 


Chase at that time? 


A Yes. I spoke to Chase, I believe, and -- at that 


time? 
Q Yes. Prior to January of ‘72. 


I don't recall the exact time. I couldn't answer 


MR. HOROWITZ: Give him your best 
recollection as to when. 


THE WITNESS: My best recollection -- 
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in adcition to Fullana, I also saw National City 
Bank and Chase, 


MR. HOROWITZ: Do you have any idea 


when? 
THE WITNESS: Before January of '72. 
Q Is this Chase's San Juan office? : 
A Yes. 
Q Do you recall who it was that you talked to 


at the Chase office in San Juan? 
A It would have been Mr. De Jesus, to the best of my 
knowledge. And at the First National City Bank it was 


Mr. Socoras. 


Q Had you known Mr. De Jesus prior to that 
time? 
A Yes 
ae Had you had other business dealings with 
him? 
A Yes. 
Q What was the substance of this conversation 


or these conversations with Mr. De Jesus? 


A We asked for a mortgage, 
Q What vas his response? 
A His response was negative. He didn't understand 


it. He wasn't familiar with it. He wasn't in the 
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market for those kinds of loans, as I recall. bes 
Q Did you talk to Mr. De Jesus more than once? 
A No. I think just once. We also contacted Banco 


Popular, which is a big bank down there. 


Q Did Mr. Fullana make that contact? 
A I believe so; yes. 
Q I believ. it was your testimony that Mr. 


Fullana talked to HIC, or did you talk *o HIC? 


A I believe it was Mr. Fullana. 

Q Did Mr. Fullana tell you the substance of 
those discussions? 
A I don't recall. 

Q “Did there come a time when the decision was 


made to approach Paine, Webber in en attempt to obtain 


financing? 
A I guess so. 
Q Do you know whose idea it was to approach 


Paine, Webber? “ 


A I believe it was Mr. Fullana and Mr. Berger. 

Q Do you know who first approached Paine, 
Webber? 
A I believe it was Mr. Fullana and Mr. Berger. 

Q Had you ever dealt with Paine, Webber before 


that time? 


ee tA 


| 
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MR. HOROWITZ: In any capacity, as 
stockbrokers? 

Not to the best of my recollection. 

Q So you believe it was either Mr. Berger or 
Mr. Fullana who first contacted Paine, Webber? 

A I am suxé it was. 

Q Do you recall about when that was? 

No. 

MR. HOROWITZ: Off the record. 
(Discussion off the record.) 
BY MR. CARR: 

Q Mr. Cohen, I hand you a document which has 
previously been marked as Defendant's Exhibit A for 
identification. 

(Document is handed to the 
witness.) 

Q (Continuing) And ask you whether you bee 
ever seen that document before. 


A I don't recall having seen this document. 


Q This document refers to financial statements | 


of Basic Equities and Development Corporation and 
finuncial statement of Marles, Inc. 
A Yes, I see that. 


Q It indicates that those statements were 


| 
| 
| 
| 


| 
| 
| 
| 
| 
| 
; 
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furnished to Paine, Webber. 
A They would have been furnished to Fullana through 
our Puerto Rican office. 

Q To your knowledge, had those statements or 
similar statements been submitted to other potential 
lenders in the past? 7 
A Possibly. I have no way of knowing that. 

Q Do you recall any discussions at about this 
time with Mr, Fullana or Mr, Berger about Paine, Webber? | 
A No. Them specifically, no. 

Q To you recall any discussions with anyone 
about Paine, Webber at this time? 

A At this time I don't recall, but probably a little | 
later on, yes, with Mr, Fullana and Mr. Berger. 

Q I now will hand you a document which was 
marked as Defendant's Exhibit B for ideutification, 
which is a letter to Mr. Berger from Mr. Wilkes, dated 
March 13, 1972, and ask you whether you have ever seen 
that document before. 

A Possibly. I am not sre. 
MR, HOROWITZ: I take it when you are 
asking him whether he has seen the document, you 


include in that any copy. 


or) 


MR, CARR: Or copies, yes. 


¢ 
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MR. HOROWITZ: I imagine the answer is 
the same. I just want to make it clear. 
THE WITNESS: I don't re¢all. 

Q This letter, in the first paragraph, indicates 
that Mr. Wilkes is enclosing an application for commit- 
ment. : 

A I see that. 

Q Do you recall whether Mr. Berger showed you 

that application for a commitment at about this time? 


I don't recall. 


Q Do you recall discussing the application for | 
a commitmeat with Mr. Berger? , | 
A Possibly, but I don't recall. | 
Q Do you recall discussing it with Mr. Fullana? 
I don't recall. | 
Q Do you recall discussing it with anyone? | 2 
No. | 
Q I now will hand you Defendant's Exhibit E | 
for identification, which appears to be an executed copy t 
of the application for commitment. : 


(Document is handed.) 


which is a letter from Mr. Berger to Mr. Wilkes. 


I will also hand you Defendant's Exhibit C, 


& eine 


tm aera RIN 
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(Document is handed.) 
MR, HOROWITZ: Let me just note that 


there are covies of some checks physically 


attached to the application for commitment as nart 


of Defendant's Exhibit E. 
MR. CARR: Fine. 


All sieht, 1 see.it,. 


| 
| 
| 
| 
| 


Do you recall receiving a co of Defendant's 
é P 


Exhibit C, the letter dated March 29th from Mr. Berger to 


Mr. Wilkes? 


A Yes. 


Q Prior to this letter, do you recall discucse | 


ing the terms of the application for commitment with Mr. 
Berger? 
A Yes, Just around the time of this application. 
Q What was the substance of those discussions? 
A I don't recall, I can refresh my memory from | 
looking at it, but I don't recall from memory. 
Q Did you talk to Mr. Berger more than once? 
Probably, yes. 


Q Did you talk to Mr. Fullana? 


Q Would your conversation with Mr. Fullana be 


in person or by telephone? 


Cohen 


2 | A I don't recall. 

5 Q Do you recall going to Puerto Rico about this 

yf etme | 

5 A Probably. I just don't recall. | 
| 

6 Q Directing your attention to the first para-~ | 
| 


a ravh of the application for commitment -- 
: PI | 
{ 


M&. HOROWITZ: You mean the paragranh 


Do you recall discussing that paragraph with | 


Ss | : 
9 ! preceding the numbered paragr¢ph 2.7 | 
10 | Q Yes. The paragraph begincing, "We hereby | 
1 | appoint you..." | 
| | 

| 


anyone? 


A Yes. 


Q Who did you discuss that with? 


Probably with Berger. 


| 
| 
| 
17 Q Do you recall the substance of those 
discussions? 
19 A Well, we all supported giving them the exclusive | 


for thirty days, 


Q Do you recall discussing the portion of the | 
paragraph in the next to last line beginning, "And such | 
{ 


i 
{ 


period shall be automatically extended unless terminated 


in writing''? | 
| 


A I don't recall discussing that with them at @:l, 


Cohen 


2 4 Q Moving down to numbered paragraph 4, do you 
recall discussing the subject matter of this paragraph 


; | with Mr. Berger or Mr. Fullana? 


a3 A Yes. 
i| 
6 | Q What was the substance of those discussions? 
7 MR. HOROWITZ; At any time, six? | 
8 MR. CARR: Prior to the execution, : 


| _ which was on March 27th, I believe. 


o | - I don't recall what the discussions were. I know 


\ 

| | 
' we probably discussed it. It's two years ago. | 
| 


| Q At this time, prior to the execution of this | 

| j 
13 document, was there anything in the document which was 
it objectionable to you or unacceptable? | 
és MR. HOROWITZ: Why don't you take aaa 


time and look it over, if you like. 


(Pause in the proceedings.) 
A There was nothing that I can recall that I found 


the substance to be objectionable. 


that Mr. Fullana's signature? 


29 A It sure looks like it. 


23 Q Are you familiar with Mr. Fullana's 


signature? 


| 

| 

| | 
| 

| 

| | 

20 Q Is this document signed by Mr. Fullana; is 

A I have scen it before many times. | 


I 5 
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This anvears to be Mr. Fullana's signature? 


Q Did Mr, Fullana sign this document with your 
consent? 
A Yes, 

MR. HOROWITZ: For the record, oe have 
admitted in the answer that it was executed by the 
defendant. I don't think there is any issue about 
that. 

Q Do you know Mr. Leonard Wilkes? 
Yes. : 
Q When did you first mect Mr. Wilkes? | 
After March 24, 1972, to the best of my Coitades 
Q So, to the best of your recollection, you | 
had not met him at the time this -- 
A To the best of my recollection. I know it was in 
early '72 that I met hin. 

MR, HOROWITZ: Why not state the 

question again. 


Q To the best of your recollection, you had 


document? 
A I think that is correct. 


Q Had you met anyone else employed by Paine, 


| 
| 
| 
| 
| 
| 
not met Mr. Wilkes prior to the execution of this | 
| 
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Webber at that time? 
MR, HOROWITZ: You mean prior to that 
time? 
A Related to this? 
Q Yes. 
A Relative to this? 
Q Relative to this. 
A ._-—s Net. to the best of my knowledge; no. 
Q Had you ever met Mr. de Saint Phalle? When 
did you meet Mr. de Saint Phalle? 
MQ, HOROWITZ: It hasn't been 
_ established that he ever did. 
“THE WITNESS: I said "yes" 


MR. HOROWITZ: I'm sorry. 


A A good deal after I met Mr. Wilkes. A good 
period of time after I met Mr. Wilkes. 

Q Going back for a moment to the application 
for commitment, would you look at the checks that are 
attached to that document. 

There appear to be three copies of three 
checks. 


MR. HOROWITZ: One copy of each of 


three checks. 


Q The first of which appears to be a copy of 


| 
Saeed 


Cohen 


a check for $25,000. 
A Yes. 
Q Do you. know who signed that check? 
Yes, I do. 
Q Who signed the check? 
MR, HOROWITZ: Do you mean the 
corporation or the individual? 
Q Whose signature appears on the check? 
Jose Alvarez. 
Q Who is Mr. Alvarez? 
Mr. Alvarez is an employee. 
- 0 Of Basic Equities? 
Yoo... 
Q Is he an officer? 
Yes. 


Q Do you know why the check is dated March 7, 


| 
| 
| 


1972, which appears to be prior to Mr. Wilkes' submission 


A No. 

Q Going back to the first page of that docu- 
ment and the first full paragraph again before the 
numbered paragraphs, the language beginning, "We hereby 
appoint you our sole and exclusive agent,'' what did that 


phrase mean to you at that time? 


| 
of ‘the application to the defendant? 


Cohen 


A It meant for 3 period of thirty days that they 
would be the sole agent to try to get this mortgage 
because they represented that they could get it within 


thirty days, so we gave that to them. 


Q Would it be fair to say that that meant 


that you were not free to enploy another broker or 
contact other lenders during those thirty days? 
co. Yes. 
Q What was to happen at the end of the thirty- | 
day period? 
M2, HOROWITZ: You are talking 
_ his understanding? 
A I d-n't know what was going to happen. If 
didn't get it, then we forget about it. 
Q You would forget about it? 
They would forget about it. 
MR. HOROWITZ: Everybody would 
about it? 
THE WITNESS: I mean, you could see 
they were appointed for a period of thirty days. 
It's not a very long period of time. 
Q Was the sole and exclusive agency to end at 
the end of thirty days? 


A Yes. 
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Q Directing your attention to the next to ljast | 
line of that paragraph -- 
A We wouldn't have given this to them -~ in other 


words, they probably represented to us that they had this 


mortgage placed or we wouldn't have given them $50,000 


because we are not in the habit of giving brokers 
$50,000 just because they are beginning to go out and 
look for a mortgage for us. 

Q Do you recall them representing to you that 
they had the mortgage placed? 
A Yes. That's why we gave them the $50,000. 

. 9 Do you recall who made that represertation 

and to whom it was made? 
A Paine, Webber, probably through Mr. Wilkes. 

Q Do you recall to whom it was made? 

Mr. Fullana. 

Q Mr. Fullana informed you that they had made 
that representation? 
A Informed me and informed my man in Puerto Rico, 
Mr. Alvarez, that they had the mortgage placed and 
obviously they thought they did because they only asked 
for thirty days, and that's why we gave them $50,000. 

Q Is the thirty-day period based upon your - 


experience in this area the customary period for an 


Cohen 


authorization of this kind? 
A There is no such thing. 

MR. HOROWITZ: I am just going to note 
my objection. I don't know that Mr. Cohen is here 
to testify as an expert witness on the practice 
in the industry. I will let him answer it bd the 
best of his ability. 

A __ To the best of my ability, the reason that we 
would only give them thirty days is that we had other 


people who were looking to get this, we were speaking to 


i 


other people directly and we didn't want to ile ourselves 


up with Paine, Webber. And the only reason we gave them 
the good-faith deposit at the time of this application 
is they represented to us that they had this thing 
placed. 


Q Who were those other people you were taiking | 


| 
| 
| 
| 
| 
to at that time? . 
A I mentioned them previously. | 
MR. HOROWITZ: At that time -- | 
THE WITNESS: You mean prior to the | 
thirty days? More than a dozen. 
Q You testified, Mr. Cohen, that you had other 
people vho were looking to get this, I believe, Who 


were those other people? 


| 
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ae aa That we were contacting other people, which I 


, | testified earlier. 


Were these the same people you listed 


Q 


earlier? 


ae ae Those were just a few of them. I don't recall who 


all of them were. We also spoke to other brokers in 


Puerto Rico. 


9 | ae During the thirty-day period -- 
| 
10 | A Which is customary down there. | 
H | 
li 
11 | Q ~- following the ~xecuticn of this document, 


12 | did you have any discussions with any other brokers 


| 
13 | any direct discussions with any lenders or did anyone oe 
4 A During that thirty-day period? | 

| 
15 | Q Yes. | 
16 A Not to the best of my knowledge. | 
li | Q I am using “you" there to mean the datcudaan. 
18 you or Mr. Fullana. : | 
19 | A Not to the best of my knowledge, no. There would 
20 | 


| 

be no reason to. | 
Q It was your understanding that the sole and 

| 

| 


| 
92 | exclusive agency was t9 end at the end of thirty days; 
| is that right? 

| 


MR. HOROWITZ: That's what he testified 


to before. 


Cohen 


A Right. 

Q Now, directing your attention to that sane 
paragraph we have been discussing, the next to last line 
in which it says, "And such period shall be automatically 
extended unless terminated in writing," what did that 
mean to you? 

A What it says. 
Wheat did it mean to me then? 

Q Right. 

A It was contemolated that Mr. Fullana would give 
them a period of thirty days after which, if they were 
not successful, we would get our money back and the 
deal -- any brokerage agreement with Paine, Webber 
would then be terminated. That's what it would mean to 
me then and that's what it would mean to me now iz i 


‘looked at it. 


jas 
ct 


Q Was it to terminate automatically or was 


to require a writing? 


A According to what it says, it would require a 
writing. 
Q To your knowledge, was any ~~ 
A I don't recall my reaction to it in 1972, no. 
Q To your knowledge, was any such writing 


terminating the agency eyer sent? 


Cohen 


The answer is I don't know. 

Q Do you recall ever discussing whether such 
a writing should be sent? 

A No. 

Q I don't want to be repetitive here, but is 
it your testimony that after the thixty-day period 
ended you were then free to contact other brokers and 
other potential lenders directly? 

MR, HOROWITZ: You mean his under- 
standing? 
MR, CARR: Yes. 

I don't recall. 

Q Now, you have testified, I believe, that 
prior to the discussion of this application Paine, 
Webber had represented that they had the loan placed, 


I believe. 


Did they tell you who the potential lender 


was to be? 
A I don't recall. 

Q Do you recall when you first learned who the 
potential lender was to be? 
A I believ> it was subsequent to this date. I just 
can't tell how much time subsequent Co this date it was, 


Probably a month or two iater. 


Cohen cal 
9 } MR. CARR: I would like this letter 
rd dated May 12th from Mr. Fuliana to Mr. Wilkes 

\ marked as Plaintiff's Exhibit 2. 

l 

| 7 (A letter dated May 12, 1972, 
from Mr, Fullana to Mr. Wilkes, was marked Plain- | - 
tiff's Exhibit 2 for identification, as of its 


date.) 


MR, CARR: The record should also 


| 
| 
| 
| 
reflect that attached to this letter and marked as |; 
| part of the exhibic is another letter dated May Lath 
to Mr. Fullana from Mr. Wilkes. 

- Q I hand you these two letters, Mr. Cohen, and 
ask you whether you have ever seen either of those 


(Documents are handed.) 


| 
| | 
is letters. : 


17 A I don't recall. 
oF Q " @urning to the second paragraph on the first | 
6 page of the first letter which refers to delaying the | 
0) second week in a row in completing the FMI formal | 
24 application, are you aware of the reason of that delay? 

A No. 


MR. HOROWITZ: I am going to object to 


that. That's Mr. Wilkes referring to a delay. I 


| 
| 
| 


don't know whether there was a delay. IL wasn't 
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i 


\| 
} Cohen 


2 | there. And if you want to ask him whether there 
was a delay, you can ask him whether there was. 


1 i THE WITNESS: I have no knowledge of 


it, anyhow, 


6 Q So you don't know whether there was a delay? 
No. 
8 Q Moving down to the fourth paragraph which 

9 | reads, "I don't really understand Mc. Cohen's reason for : 
not giving us an answer," do you know what Mr. Wilkes rs 


referring to there? 


I don't know what he means. 


A No. 


| ° MR. CARR: I would like this letter 
dated May 22, 1972, from Mr. Wilkes to Mr. Cohen, 
marked as Plaintiff's Exhibit 3. 


(A letter dated May 22, 1972, 


from Mr. Wilkes to Mr. Cohen, was marked Plain- 
tiff's Exhibit 3 for identification, as of this 
date.) 


Q 


which has been marked as Plaintiff's 


Mr. Cohen, have you ever seen this letter 


Exhibit 3 before? 


29 (Document is handed.) 


Do I recall seeing this? 


Yes. 


Cohen 


te 


A Yes. 
3 | Q Does your signature appear on page 2 of that 
letter? 
| A Yes, it does. 

6 Q Looking at the first paragraph on the first 


page of the letter, have you read that paragraph? 


i 
8 | A What about it? | 
9 | 2g Does that paragraph refresh your see ntiedeiae 
10 | as to what Mr. Wilkes might have been referring to in his 
11 May 12th letter to Mr. Fullana? 
12 | A It would seem sensible, yes. 
13 | . MR. HOROWITZ: Explain that. 
et | Q Can you explain that? 
15 : A Well, I guess what you are asking me is -- in this 
i 


letter he says he doesn't understand what the Cohens' 


feason for not giving us an answer is. That probably 


referred to a guarantee on the part of Basic Equities. 


| 
| 
| 
| 
| 
| 
Q Was there a problem with the guarantee? | 
| 
| 


A No. We just didn't want to give it. 

Q What was the reason you didn't want to give ‘ 
it? 
A What was the reason we didn't want to give it? 


As I recall, I don't think that we legally --| 


were in a legal position to give it because of a loan 


? 


3 | loan indenture and «- they were a 


A 


A 


Me Meso 


Wy" 


5 | Massachusetts, 


provided 


May 22nd, you decided and informed Paine, Webber that 


ee 


Ae 
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> « 4gndenture with State -- wot a Joan indenture but both a 


2 


stockholder of Basic 


i tf Beuities, State Mutual of America of Worcester, 


and they would probably, to the best of 


oe my recollection, not permit this type of guarantee, 

7 Q You say they were a stockholder of Basic 

8 : Equities? 

9 A Yes. 

10 | Q Do you recall what percentage of the stock 


they owned? 


Five. 


Q 


Equities; is that right? 


Correct. 


Now, the original application which was 


Q 


executed by Mr. Fullana on, I believe, March 27th, 


that the loan would be guaranteed by Basic 


Equities; is that correct? 


MR, HOROWITZ: 
what it says in that paragraph, that it would be 
guaranteed by Jose elelia, Sr., Pedro Fullana and 
Basic Equities. 

Q | So at some time after March 27th, and before 


I take it they were also a creditor of Baetc | 


I will stipulate that's 


| 
| 
: 
| 
| 
| 


t 


| 
| 
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Basic Equities couldn't guarantee the loan; is that 
correct? 
A No, it's not correct. 

Q Was any such decision ever reached? 
A It was always reached, It was always never 
different. 

Q At the time the application was executed on 
March 24th, was it contemplated by you that Basic 
Equities would guarantee the loan? 


A Was it contemplated by me? I don't recall. 


Q I believe you have testified that nothing in 


this document was objectionable to you at that time; is 
that correct? 
A What probably happened was that we were not aware 
of the fact that Basic Equities could not guarantee 
because of State Mutual. 
Q You became aware of that fact some time 
between March 27th and May 22nd? 
A Probably. 
MR, HOROWITZ: In fact, for the record, 
Plaintiff's Exhibit 3, subparagraph F on the 
second page states that Basic Equities and Marles 
Equities will be released from any such guarantee. 


Q ° Was there ever any discussion that Marles 


i| 
| 
i 
| 
| 
| 


2. ee 
——————————————— 
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Equities would guarantee the loan? 
A I don't recall. 

Q Were the terms which are set forth in sub- 
paragraphs A through F on Plaintiff's Exhibit 3 
acceptable to you at that time? 

MR. HOROWITZ: To him poraseolis 
MR. CARR: Yes. 

Yes. 

Q Do you recall whether you discussed these 
terms with Mr. Fullana or with anyone from the Melia 
organization? 

A . I believe I would have discussed it with Mr. 
Fullana and Mr. Berger. 

Q Do you recall the substance of those 
discussions? 

A What's that? 

Q Do you recall the substance of those 
discussions? 

A Well, I probably discussed all the major points, 
the amount of the loan, interest rate, term. 

Q You recall no specific discussions, though? 

No. 
Q | Mr. Cohen, I hand you a document dich. tas 


been marked as Defendant's Exhibit E; it's a memorandum 


to 


7) hk 
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from Mr. Wilkes to Mr. de Saint Phalle, and I ask you 


whether you recall the meeting that that document refers 


CO, 
MR. HOROWITZ: Take your time and | 
review it. | 

Q Yes, please read the entire document. | 

| 
A What is your question? | 
Q Do you recall that meeting? | 
A Yes. 
Q Does this document accurately summarize the | 
discussions that occurred at that meeting? | 
A . I think -- | 
MR. HOROWITZ: Hold on a second. | 
The "P.S.'' talks about a sequel. | 
MR. CARR: Leaving aside the later 

A The letter refers to a meeting and some other 


meeting referred to in the P.S. | 
| | 
things. My recollection as to the meeting appears that | 
it's basically what was discussed at the meeting aa 
Gables. 

Q Referring to the first paragraph, the 


reference in that paragraph to the tendering of the 


MR, HOROWITZ: Well, to the transfer 


a 


$50,000 good-faith deposit to FMI -- | ae 
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a | of it from the Paine, Webber account. | 
| 
i 


THE WITNESS: Right. I don't reca].1 


that, but I guess that's what took place. 


Q Do you recall the circumstances surrounding 


that transfer? 


| 
ae A I don't. 
i 
8 | Q Do you recall whether at that time Paine, 
9 | Webber returned its good-faitl. deposit to the defendant 
| 


| to be used as a good-faith deposit, to be forwarded to 


FML? 


ce 4 I don't recall. That's what the letter says, but 


I don't recall. 
| MR, CARR: I would like this document, | 


i 
‘ 


which ig a letter dated June 7, 1972, from Paine, | 
| Webber to Inmobiliaria with three checks attached, | 
| 

| marked as Plaintiff's Exhibit 4 for identification.; 


(A letter, dated June 7. 19i2, 


18 
19 from Paine, Webber to Inmobiliaria with three 

— 20 checks attached, was marked Plaintiff's Exhibit 4 
a for identification, as of this date.) 
99 MR. CARR: I would also like a letter | 
23, | dated June 7, 1972, from Mr. Berger to Mr. Wilkes, | 
24 marked as Plaintiff's Exhibit 5 for vicaie 


(A letter dated June 7, 1972, 
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from Mr. Berger to Mr. Wilkes, was marked Plain- 
eiff's Exhibit 5 for identification, as of this 
date.) 
: MR, CARR: And another letter dated 
June 7, 1972, from Mr. Wilkes to Mr. Perger. 
| (A letter, dated June 7, 1972, 
from Mr. Wilkes to Mr. Berger, was marked Plain- 


tiff's Exhibit 6 for identification, as of this 


| date.) 
11 Q Mr. Cohen, have you examined Plaintiff's 
. 12 Exhibits 4, 5 and 6? | 
13 | A . ¥es, | 
lt Q Do those three documents refresh your | 
15 ) recollection as to the circumstances surrounding the | 
16 FMI deposit ae 
i ) A Yes. 
18 | Q Do you recall why it was that the defendant | 
a | apparently was unwilling to forward a deposit to FMI | 
20 | without first receiving the deposit back from Paine, 
>} | Webber? 
99 | A Do I recall why? | 
23 Q Yes. | 
ot Oe Well, it's highly irregular in our method of doing , 


business to ever give 4 good-faith deposit to a broker. 


oor | 
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I guess we had assumed or Fullana had assumed when he 
gave the original good-faith deposit chat that was going 
to go to a lender, not to the broker. So we didn't want 
to give two good-faith deposits. 
Q Do you have an independent recollection that 
that was the case or are you guessing? 
MR, HOROWITZ: That what was the case, 


| - that it’s irregular? 


7 A I seem to recall -- that-we objected to giving two | 
* 1 good~faith deposits? | 
12 Q Yes. | 
\ 
3 | A Yes, I recollect that we objected to giving two 
1k good-faith deporits. | 
15 Q Is it your recollection that $50,000 Paine, | 


Webber deposit was returned to defendant? 


A Yes. After looking at these papers, yes. 
18 | Q And that deposit was then forwarded to 
either FMI or Berens, which was FMI's agent? 


A Yes. 


MR. CARR: That's Berens Mortgage 


Bankers. 


Q I will now hand you a document which has 
been marked as Defendant's Exhibit J, the first page of 


which appears to be a handwritten note from Mr. Wilkes 


me 


- f 0 you. 


co 


A Yes, I have examined it. 
tod Q I ask you whether you recall receiving that 


5 ! handwritten note. | 


it 
6 A Possibly. 
? | Q Do you recall receiving the letter attached | 
8 | to that note dated June 26, 1972? | 
9 A -« Yes. | 
10 Q The first page of that letter, I believe, | 
1] | has a stamp in the lower left-hand corner that says, : 
12 ! "Received June 28, 1972, 9:10 a.m.". Do you know who | 


| affixed that stamp? | 
a No. | 
{ 


Q Would it have been someone in your office? 


In my office? 
yr. Q Or in Inmobiliaria's office? 


I cannot say. I don't know. 


19 MR. HOROWITZ: It's addressed to 


| Puerto Bie} 
21 | MR, CARR: I would like a letter dated | 

| June 26, 1972, from Mr. Wilkes to Inmobiliaria, | 
23 marked as Plaintiff's Exhibit 7. | 


MR. HOROWITZ: I have no objection to 


it being marked, but I think a copy of it is 
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annexed as Exhibit C to the complaint; 4 copy of 
it is part of Defendant's Exhibit J, and we are 
not contesting that it was signed by Mr. Cohen. 
I€ you want to mark it, go ahead. 
MR. CARR: This is the signed copy and 
I would like to mark it and identify it. 
(A signed copy of a letter dated 


June 26, 1972, from Mr, Wilkes to Inmobiliaria, was; 


marked Plaintiff's Exhibit 7 for identification, as, 


of this date.) 

Q I ask you, Mr. Cohen, whether that is your 
signature that appears on page 2 of that document. 
A Yes. 

Q : Do you recall how you happened to sign that 
document when it was addressed to Puerto Rico? 
A Do I recall how I happened to sign it when it was 
addressed to Puerto Rico? 

MR. HOROWITZ: How did you get ic, 1 
suppose is the best question. If you know. 

THE WITNESS: I don't recall how L got 
it. It was either mailed or delivered in person 
by Mr. Wilkes. Probably delivered in person. 

; I don't know. This is dated June 26th 


and signed July 5th. 


A 
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MR. HOROWITZ: tt's dated June 26th. 


It says it's signed July Sth, 


THE WITNESS: That's my writing. Maybe 


he didn't get any answer from Puerto Rico, so he 
asked me to sign it. I don't know. 
Q So you don't recall? 


That's probabiy what happened, because there is a 


digference of ten days here. 


Q Were che terms reflecte. in that document 


acceptable at the time you signed it? 


A 
4 


Yes. 

MR. CARR: I would like marked as 
Plaintiff's Exhibit 8 for identification a three- 
page document consisting of a letter dated July 5, 
1972 from Mc. Cohen to Mr. Frame; page 2 appears 
to be an executed application for commitment; page 
3 appears to consists of xerox copies of three 
checks. 

MR, HOROWITZ: Are the first two pages | 
the same as what was previously marked Defendant's | 
Exhibit K? Just so I don't get confused here. 

MR. CARR: They are the same letter, 
except that Defendant's K has some notations that 


don't appear on Plaintiff's 8. 
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a MR, HOROWITZ: I see. All right. 
3 (A three-page document consisting 
t 7 of a letter dated July 5, 1972 from Mr. Cohen to 

5 | Mr. Frame; an executed application for commitm:nt ; 
and xerox copies of three checks were marked Plain-| 


fet tiff's Exhibit 8 for identification, as of this 


8 date.) 
| 
9 | MR. HOROWITZ: Off the record. 
10 : Ciiscusaton off the secord.) 
11 | BY MR. CARR: 
12 | Q Mr. Cohen, I will hand you Plaintiff's 
13 || Exhibit 8 for identification and Defendant's Exhibit K. 
4] (Documents were handed.) 
i 
15 | Q (Continuing) Turning first to Defendant's 
16 Exhibit K, I ask you whether you recognize the hand- 
i | written markings at the bottom of that first page. 
18 A The handwritten markings -- 
| 
19 | Q Which I believe says "CC". 
20 A. No. 
j 2 Q You don't know whose handwriting that is? 
29 It's not mine. I don't know whose it would 


be. 


MR. HOROWITZ: It's printed, which I 


> 
Zz 
oO 


think makes it that much more difficult to 


s ts to 
— w 
dues apn etme cnn ee ne i et 
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ascertain the identity of the writer. 

Q Do you have any idea who affixed the 
"received" stamp at the bottom? 

A No. 

Q Page 2 of Exhibit K aiso has a handwritten 
notation indicating "CC Martin Cohen File, Francisco 
Melia". You don't recognize that printing? 

A. No. 

Q Plaintiff's Exhibit 8, do you recall ever 
having seen the first page of that document before? 

MR. HOROWITZ: It's the same as K. 
MR. CARR: I haven't identified K or 
haven't established that he's ever seen K before. 


MR. HOROWITZ: The one I just showed 


you is the same letter as this. Did you see either, 


one of them or both of them? 

Yes. 

Q Is that your signature at the bottom? 

Yes, it is. 

Q Is that your signature at the bottom of the 
second page, the application? 
A Yes, 1t is. 

Q The application doesn't appear to be dated. 


Do you have any idea when you signed that application? 


| 
| 
i 
i 


| 
| 


Do I have 
ye Q All 


1 they acceptable 
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any idea? No. How would I know? 
of the terms in thac application, were 


to you at that time? 


aes I believe so. 
gc Q Three checks, I believe, are attached to the 
- | application. | 
8 \ A Yes. 
| | 
9 | Q Do you recognize the signature on the first 
| 
10 f check, the $25 5000? 
i 
\ 
uw 1 Yes; it's mine. | 
1 
' i | 
| | 
Ce Q The other two checks were signed by Mr. 
| 


Berger and 


Ta Oe.” Yes. 


13 |i Q 


executed. 


24 
25 | Q 


Mr. Fullana; is that correct? 


The letter which is the first page of 


Plaintiff's Exhibit 8 is dated July 5, I believe. 


Q Which is more than three months after the 


Wilkes on Apri: 3rd,-the agreement, 


July 5th. 


It looks like it. 


MR. HOROWITZ: That is correct. 


| agreement between the defendant and Paine, Webber was 


MR. HOROWITZ: Hold on a second, 


Yes. Well, it was executed by Mr. 


and this is 


So it's a little more than three months 


What was responsible for that three-month 
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54 
2 delay? 
a) 
} | MR. HOROWITZ: Three-month delay in 
{! 
1 what? 
5 A Between the time they were authorized for thirty 
i 
b days as a broker and this? 
“ Q Was it your testimony earlier that at tiie 
8 time you executed the Paine, Webber agreement, or at the 


time the Paine, Webber agreement was executed, Paine, | 


Webber had a commitment at that point? I am interested 


in finding out why there is a three-month gap here, if 


you know. 


| 

| ! 

13 ; MR. HOROWITZ: You maan, why the lean | 
i hadn't been closed yet? | 
ine Because they are lousy brokers. | 
16 Q Why the application to FMI hadn't been 
7 | executed. ‘ : 
18 | A Because they are lousy brokers, period. 
19 Q What's the reason for making that ccetaieet | 
20 | A Because it shouldn't have taken them so much time. | 
| 


| It should have been closed in thirty days as originally 


29 | contemplated. 


| 
23 Q Are you saying this delay was brought about | 
by Paine, Webber? | 


zt | 


a 
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ie Q Can you be more specific? 
. 1s I can't say it's their own fault. Maybe they just 
; | misjudged their lender, which I think they did. 
i 
4 Q Are you saying the delay was caused by EMI? 
i 


et gene -* No. I am saying that as far as I am concerned, I 
wag dealing with Paine, Webber and they misrepresented 


s | to us about this loan and that's the reason they requested 


| 


o | thirty days. They thought they could close it in thirty i 
H 
days and they weren't able to do it and they kept asking 
us, as you can see by these other letters here, to sgn | 
new documents and new documents. That's what happened. 
It was their fault. We wanted to close in thirty days. 
| ' 
| That's why it happened. | 
| Q Is it your testimony that your inability to | 
: provide a guarantee from Basic Equities was in no way 
respousible for the delay? 


A To the best of my recollection, it was in no way 


| 

| 

| 

responsible for any delay. | 
Q Is it your testimony that your refusal to | 

i ! 


provide a second deposit to FMI was in no way responsible, 


A I have no way of knowing conversations between the 


to 
re) 


for any delay? | 
| 
broker and the lender, I was not party to those con- | 


», | versations, so I can't answer that. 


Cohen 


That I have been involved? 
5 Q Are you refusing to answer the question or 


you don't know of any? 


A No, I don't know of any specifics. 


9 | Q Can you describe any -- : 

3 A I would like to make a comment for the record, if | 

, | I may. | 

s | Q Go ahead. 

6 | A. Very often a broker will indicate and lead a ethene 

~ | to believe that he has a deal so that he can get an | 

. exclusive and in fact he doesn't have a deal. He then | : 

9 : goes out and shops the deal, I think that's what | : 

10 happened here. 

HW | Q You think that's what happened here? 

12 | A Yes, 

13 ; .Q Do you have any knowledge that that's what | 

WW | happened? 

15 ! A No. I said I think that's what happened here 

16 i because they only asked for thirty days originally. 

17 | Q You say this happens very often. Can you : 
a? 18 describe any specific instances in which that has 

19 happened in any transactions in which you have been 

19) involved? 

9] A No, I can't. I don't care to. 
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Q So this is a general statement that this | 
often happens? | 
A Yes. | 

Q Is that based on your experience in the real | 
estate business? | 
A Yes. | | 
: ; 

Q Did anyone ever tell you that that's what 
happened here? | 
A No, 

Q It's just your impression, you assume that's | 
what happened here? 
A - Yes. 

Q So it's your testimony that the reason that 


the FMI application wasn't executed by you until July Sth 
was because Paine, Webber did not in fact have a commit- 
ment from FMI? : 
MR, HOROWITZ: That's not what he said. 
He said they were lousy brokers. 
A I said they didn't have a commitment on April 5th. 


Q Well, then is it your testimony that the.- 


reason that your application wasn't executed until July Sth . 
was because Paine, Webber did not have a commitment on 
April 5th? 


A That's my ovinion, which should answer your question, | 
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I also would like to state that Mr. Wilkes, 
to my recollection, was a newly employed member of the 
firm of Paine, Webber. He was the officer or repre- 
sentative of Paine, Webber that we dealt with. I am 
not trying to cast any aspers‘ons on Mr. Wilkes, but I 
think he was an eager-beaver and tried probably to 
convince all parties that he had a deal, including 
Paine, Webber. So I make no representations as to how 
good or bad Paine, Webber is, but our experience with 
them has been lousy. 

Q Have you had any other business dealings 
with Paine, Webber? 

A Not to the best of my recollection. 
MR, HOROWITZ: That's the second time 
you have said that. 

Q So your statement that your experience with 
them has been lousy is based solely on this transaction? 
A Yes, sir, and they caused us considerable damage 
besides because of their inability in this transaction. 

Q What is the nature of that damage? 

A They delayed us for several months when we could 
have gotten this mortgage elsewhere. 


MR, HOROWITZ: For the record, it may 


as well come out now that we will be moving as 
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soon as possible for permission to amend the answer: i 
to allege a counterclaim with respect to the damage, 
that Mr. Cohen has just alluded to. 


Q After the discussion of the FMI application 


on July 5th, what happened next? 


A We waited. 


8 Q De you recall anything specifically? | 
9 A We waited for the money. | 
10 Q Did there come a time when FMI requested a ! 
1i | sales and marketing report on the proposed apartotel? 

12 | A I seem to recall that. 

13 ~& Do you recall about when that was? 

4 A I seem to recall they asked it if we were told that 

1S they already agreed to give the loan. After we were told 

16 by Paine, Webber that they had agreed to give the loan. | 
. : Q Do you recall when it was that Paine, ee 

18 had told you that they agreed to give the loan? | 

19 MR, HOROWITZ: You mean they mentioning 

20 the name specifically or mentioning that some 

21 tender had agreed to give the loan without ment ion~ 

99 ing the name? 

3 MR, CARR: Off the record. ; 
4 (Discussion off the record.) 


THE WITNESS: What is your question 


MR. CARR: Could we hear the qu stion. 
(The record was read.) 
Q I mean that FMI had agreed eas the loan. 
Do you mean when they identified the lender? 
Q Yes, when it is that Paine, Webber told you 
that FMI had agreed to give the loan. 
A Either in April or May; to the best cf my 
recollection. 
Q Did Paine, Webber tell you that FMI's 
trustees had agreed to give you the loan or was it to 
be subject to trustee approval? 
A I don't recall that. 
MR. HOROWITZ: You don't recall one 
way or the other? 
THE WITNESS: I don't recall if they 
told me that they had agreed but that it was 
subject to trustee approval. I don't recall from 


two years ago that he told me that. 


Also, I don!t know about his conversa- | 


tions with others in our company, like Berger. I 
can't testify to that. He may have identified FMI 
to him earlier than that. 


Q In any event, it is your testimony that in 


to 
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April or May Mr. Wilkes told you that FMI liad agreed to 


make the loan? 


A Yes. That's to the best of my recollection. 


MR. CARR: Off the record. 
(Discussion off the record.) 
BY MR. CARR: 
Q Looking at Plaintiff's Exhibit 8, the second 
page, and directing your attention to what appears to be 
the second paragraph 13 of that document, which is 


entitled “Loan Application Deposit", will you read that 


paragraph? 
A "Cash deposit -- " 
Q Just read it to yourself. 
(Pause in the proceedings.) 
THE WITNESS: Yes. 
Q Now, I ask you whether that paragraph 


refreshes your recollection as to whether Mr. Wilkes 
told you in /pril or May that FMI had agreed at that 
time to make the loan. 
MR. HOROWITZ: I object to the form of 
the question. : 
A =—s We, - 1t doesn’t. 
MR, HOROWITZ: Wait a minute. 


There is no showing that there is 


2 
a 
bo 
bod 
r- 
. 


to 


ron) 
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anything wrong with his recollection. If you want | 
to ask him whether it causes him to change his | 
testimony, I would have no objection to that. | 

MR. CARR: All right. | 
Also, I don‘t know the date of this. | 

MR, HOROWITZ: Does it cause you ts | 
change your testimony about what Wilkes told you | 
in April or May? 

THE WITNESS: No, it doesn't cause me 
to change my testimony. 


Q Is it fair to say that this paragraph apvears| 


to contemplate a later acceptance of this application by 


MR. HOROWITZ: I am going to object to, 


that and direct the witness not to answer. I 


think the documeat speaks for itself. The docu- 


means. 


ment has been marked and whatever it means, it : 
Q Reading the second sentence in that: 
| 
| 


"Should this loan application be accepted by | 


FMI and FMI issues a commitment substantially ia 
accordance with the terms and conditions contained in 
sorrower's loan application and the borrower does 


not accept the commitment...', and so forth, was it your , 


f 
; 
| 
i 
i 
f 
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understanding that at the time you executed this docu- 


ment that some further approval was required on FML's 


\ 
1 | part before a commitment would be issued? | 
A Not really. Because of my past experience, | 

! 


| 
| 
normally when a lender -- in our past experience with 


| 
‘ | lenders, lenders as good as their size, an insurance 


g || company lender or a mortgage trust normally doesn't 
| request a good-faith deposit unless they are pretty sure 


i 
| 
| 
they are going to give you the loan. The purpose of a | 
| 
the applicant so that if they do approve the loan, which | 

| 


il good-faith deposit is to show good faith on the part of 


13 is usually a foregone conclusion, that the applicant 
f 4 doesn't back out, not that the lender backs out. That's 
15 why I think that Paine, Webber is not a good broker in 
16 this case, because we should not have given the good- - 
17 faith deposit unless the lender was ready to give you | 
18 the loan. 
19 Q You say usual): it's a foregone conclusion 
20 that the commitment -- 
91 A In my experience. in my experience we have not 
a 99 given good-faith deposits without getting the loan. 
23 Usually the lender doesn't ask for it unless they are 
a4 ready to give the loan, disburse the loan. 
25 Q Have you ever executed an application for a 
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| 
| 
commitment which was turned down? | 
A Yes, | 
Q On how many occasions would you say that that 


has occurred? 


A Where I have applied for a teen that was turned 
down? 

Q Yes. 
A Numerous occasions. 

Q In which you have executed a formal applica- 


| 
tion for a commitment”? 
A Several. But to my recollection, never have I 
given a good-faith deposit to an accredited lender and 
then after we have given the good-faith deposit the loan | 
has not gone through. 

Q Was it your understanding at the time you 
executed this document that FMI was free to not issue | 
the commitment if they chose not to? 

A I was of the opinion that they would issue, 
MR. HOROWITZ: Wait a minute. 
THE WITNESS: Were they free to 
according to the fine print? 
MR. CARR:. Yes. 
MR, HOROWITZ: Free in what sense, 4 


legal sense? 


to 
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M2. CARR: Ina legal sense, if you 
can answer. 

THE WITNESS: I am not a lawyer, but, 
according to my reading it now, and reading the 
fine print, 2c now appears that they had an out. 
But let's just say it's usually a gentlemen's 

. understanding that when you give a good-faith 
deposit you get the loan. They don't need our 
$50,000 deposit. 

Q Did you read this fine print before you 
signed this document? : 
A I can't recall. 

Q You don't recall what your understanding was 
at that time about whether they had an out, as you say? 

MR. HOROWITZ: Or whether he had one? 

A My understanding from Wilkes was that we had a 
deal and that's why we gave a good-faith deposit. 

Q Despite the language of this document which 
you now admit appears to give them an out? 
A Yes, 

Q I believe you testified you don't recall 
the specific conversations in which Mr. Wilkes told you 
that you had a deal; is that correct? 


A The dates of them or what the language was? 
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Q Even if you don't know the dates, do you 


recall, 


A 


We were told on several occasions -=- I was told on 


several occasions -- I don't know what he told Berger -- 


that the deal with FMI was definite and. there is 


correspondence to that fact or to that allegation. And 


that's when we gave the good-faith deposit. 


Q You say there is correspondence to that 


effect. Can you identify that correspondence? 


MR. CARR: I would like the record to 
show that the witness is conferring with his 
counsel and counsel has handed him a document, 

MR. HOROWITZ: That is correct, I am 
endeavoring to expedite things, showing him the 
documents that I have in front of me. 

THE WITNESS: I have a lot sf dode- ; 
ments in front of me, too, 

June 26th, both handwritten and typed. 

MR. HOROWITZ: Referring to Defen- 
dant's Exhibit J. 

THE WITNESS: April 28, '72. 

MR, HOROWITZ: Referring to Defen- 
dant's Exhibit F, 


Q Are those the only two? 
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MR. HOROWITZ: We are looking. 
MR. CARR: I would like the record 


again to show that the witness has discussed 


Exhibit F with his counsel. 

MR. HOROWITZ: That's not true. I | 
discussed a different exhibit than that. | 
Q Which exhibit were you discussing with your 

counsel, Mr. Cohen? 

MR, HOROWITZ: Wait a minute. 

That's a privileged communication. 

MR, CARR: Are you instructing the 
witness not to answer? 

MR. HOROWITZ: Yes, sir. 

I will concede that I have conferred 
with the witness cn various occasions and what we 
have conferred about is between the witness and me. 
I am doing so in an effort to expedite things 


because I have the documents here in front of me, 


THE WITNESS: I would like to further 


| 
| 

| 

| 

| 

| 

| 

| 

| 

| 

9} add that in addition to written communications, 


99 Mr. Wilkes told me on several occasions that the 
ae deal with FMI was a definite deal and that when 

24 the deal didn't go through with FMI, I was 

25 incredulous and didn't believe that after they 
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accepted a good-faith deposit they didn't go 


| 
forward with the deal. | 
Q You have testified that Exhibits J and F | 

indicate that the FMI deal was a definite deal. Can you | 
refer specifically to statements in those exhibits? | 

MR. HOROWITZ: Do F first? 

MR. CARR: Right. 

THE WITNESS: I would like to know 


what the question is. 


MR. HOROWITZ: He was asking for 


correspondence that indicated to you that Paine, 
Webber had told you that they had a definite deal 
with FMI. 

He wants to know specifically what 
language. | 


THE WITNESS: On April 28th we were , 


led to believe that we have a deal with FMI. 

Probably prior to that as well, verbally. 

Q Looking at paragraph 2 of the letter of 
April 28th, reading from that paragraph, the letter 
says, "As you know, I initially requested a 40- to 60- 
day authorization and agreed to reducing it to 30 days 
with the understanding that if I did nave definite 


25 pre liminaryinst ituti onal interest in a loan package, 
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that the authorization would officially be extended 


through the time required for a committee or trustee 
approval and delivery of the firm commitments," | 
Now, is it your testimony that despite that | 

paragraph, that this letter indicates that there is a 

definite commitment at this time from FMI to make the 

loan? 

A Yes. : 
Q I will ask the same question for Exhibit J. | 

I will ask what it is in Exhibit J that you considered 

to be an indication that here -- 


A Their request that we give a good-faith deposit of 


| 

$50,000 to FMI, or to Berens. 
Q You take that as an indication that FMI had 

agreed to make the loan? 
A Yes, and so did Mr. Wilkes. Or at least that's 


what he told me. $50,000 is a meaningful sum of money. 


| 
It's not too convenient for us to come up with $50,000, | 
unless we know that the party we're doing business with 
means business. You don't just give $50,000 good-faith 
deposits every day. 

Q So you thought at that time the party that | 
you were doing business with meant business? | 


A It meant that we were getting tne loan because they; 
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were represented to us as one of the largest -- as a 


matter of fact, if my recollection serves me, they were 


eT a ea 


recommended as the largest mortgage trust or the first 
| 
and largest mortgage trust in the United States and that 
! 
} 


6 this loan to them was not -- was something that was in 


“J 


their league. It wasn't such an unusually big loan and | 
i 


| 
| 
8 | that they have handled loans of this size before and that 
9 | they were going to give us the loan. 
10 Q Going back for a moment, 7 asked you earlier 7 
11 whether you recalled a request from FMI that they ie : 
12 | furnished with a sales and marketing report of some sort,} 
13 and I believe you said that you did recall that. : a 
4 A Yes, i do, ; 
1S Q I will hand you Defendant's Exhibit P for | : 
16 identification which consists of soverst letters. The 
17 third item in Defendant's Exhibit P appears to be a 
18 letter dated August 22, 1972, to Mr. Melia from Mr. 


Wilkes, with copies to Mr. Berger and Mr. Fullana and 
te you, and ask you whether you recall ever having seen 
that letter, 


99 MR. HOROWITZ: The letter of August 22nd? 


23 MR. CARR: Right. 


24 A I personally don't recall receiving this letter, 


25 but I remember that my partners were very angered by this’ 


| ; 
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letter and they communicated to me by telephone and 


they could not understand why at that late stage, all of | 


a sudden three months later or four months hter FMI was 


interested in doing a marketing study of Melia's 
capability of marketing. As a matter of fact, I think 
this ee was just an excuse for them to save face to 
back out of the loan. 

Q For FMI to back out of the loan? 
A Yes, which I think much to the consternation of 
Mr. Wilkes at that time. 

Q You do ened itemegntnd this letter with 
your partners? 
A yes. I don't remember receiving a copy of it; 

Q After this letter was received -- 
A I do remember that Wilkes was very disappointed 
that they should ask -~ and expressed it to me -- that at 
that stage, after we expected the loans to close months 
later, they should now start looking for an excuse in 
the language that this letter says to back out of the 
loan. 

Q Lo you recall when that discussion with Mr. 
Wilkes took place? 
A A couple of months after we were supposed to have 


' 
the loan. This probably is the correct date, August 22nd. 
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Q Do you recall anything further ‘bout that 
conversation with Mr. Wilkes? Do you recall where that 


conversation took place; was it by phone? 


Q After the date of this letter, do you know 
whether any effort was made to prepare the sales and 


marketing information as requested by the letter? 


| 
| 
A Either by phone cr in my office, 
| 
| 


9 A Presumably, yes. I don't know because it wasn't 

10 request of me. The Melia organization is pretty 

11 competent and if they are asked to do something, they 

12 usually do it, | 

13 Q Looking at the next letter in Exhibit P, 

14 which is a letter dated September 22nd, from Mr. 

15 Callantine at FMI to Mr. Wilkes, I ask you whether that 

16 letter refreshes your recollection. 

iz A I never got this letter. 

18 Q I wasn't asking you whether you ever got the 

19 letter; I asked you whether it refreshed your recollection..: 
20 A No. 

2} MR. HOROWITZ: As to what does it 
99 refresh his recollection? 
23 MR. CARR: As to the preparation of 

2. the marketing information that was requested. | 

25 THE WITNESS: It refreshes my 


é 
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recollection that everybody was upset, including 

Mr, Wilkes, my partners and myself. That five 

months later when we were supposed to have the 

loan they start asking us all sorts of questions 

which should have been done in Avril. 

Q This letter inuacates, does it not, — a 
month after the August 22nd letter the marketing informa-| 


tion still had not been received from Melia? 


A This letter does indicate that. 


Q Do you have any recollection as to why it 


took a month to prepare that information? 
A I don't have any recollection that it did, nor do 
I know that to be a fact. 

Q Do you recall discussing preparation of that 
information during the period after the August 22nd 
letter with anyone? : 

A No. 

Q I show you Defendant 's Exhibit Q, which is a 
copy of a letter dated December 26, 1972 from Mr. Wilkes 
to Mr. Callantine advising him that the marketing survey 
had been received from Madrid? 

MR. HOROWITZ: Attached to which is a 
business card with handwriting on it; right? 


MR. CARR: Exactly. 


: > 
i ad : 
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Q I ask you to examine the business card and 


identify the handwriting on it, 7* you can. 


A It appears to be Berger's handwriting. 
Q Are you familiar with Mr. Berger's hand- 
writing? 


Have you seen his handwriting? 


A Yes, I have. 


| 
| 
| 


Q Do you recall whether Mr. Berger informed you 


at about this time that he had received the marketing | 
report? 
A Could you ask eager 

Q Do you recall whether Mr. Berger informed you) 


at about this time that he had received the marketing | 


report? 
A No, I don't recall. 
Q Do you recall whether Mr. Berger proposed a 


meeting between anyone representing the defendant and 
representatives of Paine, Webber or FMI? 
A I don't recall, 

Q Do you recall Mr, Berger suggesting that 


someone go to Coral Gables at around that time? 


A Possibly. 
Q You possibly recall? 
A I recall that he possibly -- I am not sure, but it 


a 


ce 


9 


—————— 
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sounds reasonable, | 
Q Do you recall whether anyone, in fact, went | 


to Coral Gables? 


A In September? 
Q September. 
A Probably. I don't recall the dates, It was two 


years ago. 
Q Leaving aside whether you can recall the 
dates, do you recall that anyone went to Coral Gables 


| 
i 

| 

{ 

| 

| 

| 

| 

i 

| 

| 

at about that time? | 
| 


A I know I went to — Gables with Mr. Fullena, 
and I don't remember the dace that I went there. 

Q “Was that about this time? 
A I don't recall. 

Q Could that have been a meeting in June at 


which you were discussing the guarantees and deposit 
problem? 

A Yes. It could have been the meeting in June. [I 
don't recall the meeting in September. As far as I was 
concerned, in September I had lost confidence in Paine, 
Webber and FMI. So the meetings that they had after that! 
were of very little consequence to me because it appeared 
to me as if they were just backing out of the loan. 


Q To your recollection, did you only go to -- | 


i, 
i! 
* 
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Which, in fact, they did. 


Q Did you only go to Coral Gables once for a 


meeting? 
That is correct, sir. 
Q Did you have any other meetings with any 


representatives of FMI at any time? 


cept for Paine, Webber and Berens 


personnel. 


Q Did you ever meet with anyone from Berens? 
A I personally, yes; at the meeting in Coral Gables 
there was a representative of Berens, I think two of 
them. 


Q To the best of your recollection, is that 


| 
| 
| 
| 
| 
| 
| 
| 
A Not to the best of my recollection. | 
2 
| 
| 
| 


the only occasion in which you met with a representative 
from Berens? 
A That I personally met with them? 

Q Yes. | 
A I seem to have met the people from Berens in the 
past prior to that, I seem to recall that. In Puerto 
Rico, and I know my man, Mr. Alvarez, has had meetings 
with people from Berens in the past. 


Q In connection with this transaction or other 
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2 || transactions? | 

' 3 | A They are known brokers in Puerto Rico, | 

' | Q Had you met them in connection with this : 

s transaction? | 

6 A Had I met them? | 

7 | Q Yes, except for the Coral Gavles stated | 

oi * No, But maybe Berger did, Maybe Alvarez did. I 

9 | don't know, 

10 MR, HOROWITZ: He is only asking ito 

1] you. | 

12 | THE WITNESS: No. The answer is "no", | 

13 ; Q Did you ever correspond with FMI directly? | 

14 A No. 

15 Q You say that at this time you had lost 

16 | confidence in Paine, Webber and FMI. 

7 A Yes. 

18 Q When was it that you lost confidence in 

19 Paine, Webber? 

20 A When was it? It was at three o'clock in the 

9 afternoon -- I can't tell you the date of that, 

29 Q This was a gradual thing, I take it? 

3 A Yes, because the thing was taking so terribly long. 

24 Q When did this begin? 

25 A Well, I had a feeling that when you sign something 4 
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in Mach, that by April or May it would be consummated, 
especially when they request a $50,000 deposit. So 
let's say that by June, when it didn't happen by June I 
was losing confidence in the fact that there was a deal; 
that Mr. Wilkes had assured me that it was a deal. So 
certainly by September I wasn't too thrilled. 

Q Now, in June -- | 
A Because the project was terribly delayed, The } 

| 

construction costs were skyiucketing. We were very, | 


very displeased at that time that we lost six months with 


Paine, Webber. 


to attempt to find financing elsewhere? 


| 
| 
Q Did there come a time in which you decided | 
| 


A There was always a time that we attempted -- prior . 
to the deal with Paine, Webber? You mean prior or after? 
I don't know what you mean. 

Q After the execution of the agreement with 
Paine, Webber. 

MR, HOROWITZ: At any time subsequent 

to that. 

Yes. 

Q When was that? 
A With the exception of the thirty-day period, 


probably the whole time. 
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to 


I can't say specifically. I don't know 


2 


specifically. 


Q So after May Sth, which is thirty days after 


Mr. Wilkes executed -- 


a) _ 


A I wouldn't say that. I wouldn't say that's 
: . | 
accurate., I don't know exactly when, | 
| 


| ? 

8 | Q Could it have been in June? 

ae A Could it have been in June? Possibly. 

10 ! Q Would your answer be the same for July and | 

11 4 August, September? | 

12 | A Possibly, yes. | 
ag 13 Q Who was it who prinarily undertook to | 

14 pursue other potential sources of financing during this | 

15 | period? os 

16 | A Fullana, Mr. Anvaces for the most part. 

iT | i Did you yourself make any efforts in that . | 


18 | direction? 

19 A When? When are you referring to? 

20 Q The period beginning June of 1972 -- 

2 beginning May of i972, 
99 A Did I institute -- 

23 Q Did you have any discussions? 


A I had discussions, but I didn't institute any new 


regotiations with new lenders, that I didn't initiate 


any of them. 
Q Who did you have discussions with? 


I don't recall. 


| 
Q Were these discussions with potential lenders? 


Oh, yes. 

Q Was First National City Bank one of ehieni? 

Yes. 

Q Banco Popular? 
A ~ don't recall the dates that we approached those 
people, so I can't tell you. They could have been 
before this, they could have been followed up after 
this when we saw that -- we were lulled into believing 
ehiat we had a deal with FMI, and whether we went back 
to those lenders again, probably we did, 

Q You can't pinpoint the date? 

No, I can't. j 

Q I take it you have no correspondence unless 
some arrives this afternoon? 
A I don't think there will be any correspondence. 
I don't know. 


Q Were these discussions in person -- 


Q -- or by telephone or both? 


That I had? 


: 
| 
| 


MR, HOROWITZ: Both? 
THE WITNESS: Both. 
Did you keep a diary? 
No. 
Q Or an appointment book, a desk calendar, 
telephone register? 
A A telephone register, no; a diary, no; an appoint- 
ment book, yes. Not me, but my secretary normally would | 
keep an appointment book for me. 
Q That appointment book would reflect meetings 
that you had? 


A No. 


Q What is the purpose of the appointment book? 


A To remind me that I shouldn't miss a meeting. But 
it wouldn't be kept like two years. 

Q Do you still have those appointment books 
for the years 1971, 1972 and '73? 
A I would doubt it very much. 

Q Could you examine your files and see whether 
you have those? 
A I could. 


MR, HOROWITZ: For what years? 


i 
} 
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THE WITNESS: ‘71, '72 and '73? 


MR. CARR: °71 and. *72. 


{ 
} 
| 
{ 
| 
| 
| 
| 
i 


i i 
| 
MR, HOROWITZ: What is the significance, ' 


to 


5 H of '71, to see who else he talked to before he went; } 
6 | to Paine, Webber; is that the point? 


MR. CARR: Exactly. 


| 
| | 
8 MR. HOROWITZ: All right. | 
9 | THE WITNESS: You see, the people we | 
10 | went to were all in Puerto Rico for the most part. 
1) | So it wouldn't be in my diary. My diary would say | 
12 | I went to Puerto Rico. Not my diary. My appoint- 
13 ment book. I didn't have any diary. | 
4 | Q Do you keep expense records for tax peRncere 
° | or any other purposes which would soetashe when you | 
16 might have gone to Puerto Rico? | 
17 | A Well, not expense records. But I could dig up aire; 
18 | line records to show when I went to Puerto Rico. | 
19 Q Do you have airline records? 
20 A I believe we can find those, yes. 
21 ! MR. CARR: I would also like to ask 
22 | those be produced, 


You mean -- 


MR, HOROWITZ: 


THE WITNESS: Every time I went to 


Puerto Rico you want a record of during '71 and '72? 


NCEE AON 2 RN IE 
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| MR. HOROWITZ: Do you want the records | 
or do you want him to try to reconstruct every 
time he went to Puerto Rico from the records? 


THE WITNESS: The records would disclose 


when I went to Puerto Rico. 


| 
| 
| 
.| ! 
| | 
| MR. CARR: I think we would like to | 
8 | have the records. | 
9 | MR. HOROWITZ: Airline records of all | 
° 10 | trips to Puerto Rico when? | 
1) MR. CARR: During '71 and '72. 
12 | MR, HOROWITZ: I will take that under | 
13 | advisement. I think that I will have to consult | 
M4 | with Mr. Cohen as to how onerous a task that is. 
15 THE WITNESS: I wouldn't know, 
16 MR, CARR: I understand that, and if 
V7 it turns out to be incredibly burdensome, perhaps 
18 there is some way we can limit it. 
19 MR, HOROWITZ: I will advise you on the, 
20 dimensions of the task after I find them out. 
4 2} | BY MR. CARR: 
| 29 Q Do you keep telephone records of any kind i 
23 which would indicate long-distance telephone calls? 
24 A We don't keep them, But I guess our phone bill 


25 would show it. 


ON A A NET TE EE ETRE REE oe 
reeencm onen  H Semone SO RES IRN LE RR LS A LTTE RE RTA IEE AIT ERTS CE IIE ET ITT ALITA ~ tT gan seins res 
: 2 om rare 
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Q Do you keep copies of the phone bills? 
A I don't keep copies of anything. My office would 
have it. 

Q This is your office at International Stretch | 
Products? 
A Yes. 

MR. CARR: We also would like -- 

Off the record. 

(Discussion off the record.) 

MR. ROBT Tet At counsel's request for’ 
phone bills for '71 and '72, I will endeavor to 
locate them, see how burdensome it would be to 
locate them. After I get a handle on it, I will 


discuss it with Mr. Carr further and we will take 


it under advisement. Mr. Cohen is right, that I 


suppose that adenge ts. sewanst would also include 
calls from the office in Puerto Rico because it 
may have been charged to that number rather than 
Mr. Cohen's corporate number at International 
Stretch. 

THE WITNESS: The call may have 
originated there. 

MR. HOROWITZ: That's what I am saying. 


It could have been either way. 


to 


A TC AO ES RR 
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All right, I understand. 

MR. CARR: Off the record. 

(Discussion off the record.) 

BY MR, CARR: 

Q I believe you testified, Mr. Cohen, that 
during the period beginning May of '72 it is likely that ! 
you had discussions with potential lenders. 

MR. HOROWITZ: I don't think that was 
the testimony. He said it may have been May, it 
may have been June. He doesn't really recall, 
But the record will speak for itself. 

Q And that Mr. Fuilana may also have had 
discussions during that period? 

A It would have started at the time that we came to 
the conclusion that this mortgage was not going to 
happen. But what date that was, I can't pin down. 

Q Do you recall who made the first contact 
with HIC, the circumstances surrounding that contact? 

MR, HOROWITZ: There was a contact to 
which he testified prior to January of '72, Do 
you mean a contact in '72? 

MR. CARR: I mean a contact after 


March 27th of '72, 


A ee te nen enero tater nna en reenact mene eee so = 
. 


MR, HOROWITZ: All right. Do you recall 


ST A RTA ARE TART TG TS arama I RET sane ml es 
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who made that contact? 
t 
A First of all, the contact was made well prior to | 


that; not after that. 
MR. HOROWITZ: He is talking about the 
follow-up. 
TIE WITNESS: The follow-up, I aia 
tell you the exact date or who. 


| 
| 
| 
{ 
| 
| 
| 
Q Do you recall meeting -- 
| 


A We know the people very well from HIC. 
Q Who do you know at HIC? Can you give me the 
names of the people? | 
A That I know at HIC? 
Q Yes. 
A Mr. Yates, president; Mr. Wall, who I think is now | 


the president. Roger Wall, Jack Yates and some of his 


other people that we know. 


Q How long have you been acquainted with these | 
A I would have to say about three years. 

Q How did you become acquainted with the HIC 
people? 
A They are very well known people in Puerto Rico; 


| 
| 
{ 
people, you personally? ae 


also the fact that we own the building that they occupy. 


Q Basic Equities owns the building or 4 Basic 


mete mo a 
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} | 
2 || Equities subsidiary? | 
3 i A Right. | 
ii | 
i | i 
i } Q Do you know the name of that subsidiary? 
if 
fj 
Ss | & San Jorge Development, I think it is, Development 
| | 
i 
6 | Corporation. | 
| i . | 
| 


My associates in Puerto Rico know him even 


much longer, know HIC even longer. 


| 

9 | Q That would include Mr, Alvarez? 

10 A Mr. Alvarez and Mr. Fullana. 

1 Q Do you recall having any discussions with 

12 } any of the people at HIC during the summer of '72 or any 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
correspondence, any telephone communications? 


14 A In September? 

15 Q In the summer, beginning of June, 

ie A I don't recall. 

17 Q When was the first indication that you had, | 
18 that HIC might be interested in financing? - 
19 A I have to look at my papers. 

20 An indication that I had? 

2} Q Right. 

29 A I would say it was probably in the latter part of | 
23 September or the early part of October. 

4 I would say in September. 


25 Q "722 


F 
| Cohen EV 88 83 | 
| 
| 


2 A Yes, which was around the time we realized we had 

3 no deal with Paine, Webber. ! 

} | Q You recall no specifics about that communica- 
| | 

5 | tion in which you learned that HIC might be interested in 


financing the project? 


| | 
7 | A I had a meeting with them. | fe 
8 | Q Where was that meeting held? 
9 | A In New York. Mr. Berger was present, too. | 
10 Q Who else was present at the meeting? al 
1] | A That's all; Berger, Cohen and Yates, 

| 
12 | Q What was the substance of the discussion at | ia 
13 | that meeting? | 
14 | A We asked for a mortgage because we felt that we | 
15 | had no deal with FMI, and Mr. Yates said he was familiar 
16 | with the Melia organization, he had been to Spain ear iter. 
iv , maybe a year prior to that, very familiar with the Melia | 
18 organization and his feeling was that they would grant al 
19 a loan immediately. 


20 Q Did Mr. Yates inform you at that time that 

91 | he had been approached by Paine, Webber? 

29 A Positively not. 

23 I might also mention that Housing Ueekaank® 
24 : Corporation is probably the largest mortgage lender in | 


Puerto Rico. 
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Q Did he tell you at that time that he was 
familiar with the proposed apartotel project in Puerto 
Rico? 

A Yes. 
Q Did he tell you how. he came to be aware of 


that project? 


A Well, he had been made familiar with it by our 


organization in Puerto Rico, plus the fact that he knows 
everything that's going on in Puerto Rico of any con- 
sequence. He's very, very familiar with everything that | 
happens in Puerto Rico, 

Q By "our organizetion in Puerto Rico", are 
referring to -- 

A Fullana, Alvarez -- 
Q So he had discussed = 
Melia. 

Q So he had discussed the proposed project 
prior to this meeting with either Alvarez or Fullana or 
both? 

A Oh, sure. 

Q Did Mr, Alvarez ever describe to you the 
substance of any meetings that he had with Mr. Yates? 
A I can't recall, 


Q How about Mr. Fullana? 
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A I cannot recall, 


3 | Q How did this meeting in New York come to be | 

' } set up? ‘ : 

5 | A I was told by my office in Puerto Rico that Mr. 

6 | Yates would be in New York at a certain date, I alerted | 
Mr. Berger to the fact that we would approach -- iecewons 
Paine, Webber had fizzled with FMI, that we would speak | 


to Mr. Yates about this contract, about this loan, 


We met with him at the -- at his hotel in 


New York, where he was staying. It's not his. And he 


indicated to us, after hearing what we were looking for, 


in the terms of construction loan and stand-by, that he 


Q ° Was there any discussion -- 


| 

| 

would probably extend this loan to us. 
Right at the very first meeting with them. 
| 

| 


Q Was there any discussion of potential terms 


at that meeting? 
A The length of the loan. We told him the length of 
the loan we wanted. 

Q What did you tell him about that? 


A He told us what he thought the ballpark figure 


would be on interest. He told us how much mouey he 


thought he would give us, And a very short time after 


that meeting, probably a matter of a week or two, we had 


_ 
ON 
a 
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our loan, | 
Q You say that you told him what term -- | 
| 
| 
A I want to add to it. 
| 


Our contact with Mr. Yates in the past 


relative to this was through a broker in Puerto Rico by 


the name of Mr. Otero. J. J. Otero. I gave an indica- 


| 
tion to our organization in Puerto Rico that Yates or | 
that Housing Investment would consider this loan and then) 


I had the meeting with Mr. Yates, 


Q You said, I believe, that you told him how 


Q At the meeting with Mr. Yates, you said that 
you gave him an indication of how long you would like the 
loan to be for,. Do you recall what it was? 

A I think it was five years. 

Q Do you recall Mr. Yates’ response? 

A Positive. The amount. | 
| 


much you wanted and he told you how much they would give. 

Do you recall what those figures were? 

A I told him we would want approximately $18- or 

$19 million and he said he would consider that, slightly 

reduced it. 
Q What about interest rates? 

A Interest rates, I think, as I recall, we asked for 


8 or 8% percent interest and I believe he granted 9 


i 


percent. 


Q What about pre-payment? 


I don't recall. 


Q What about a hold-back? 


t 
} 


A At that meeting we didn't discuss anything like 


that, pre-payment or hold-back, We just wanted the loan, 


Q Lender's fees? 


A We didn't discuss that. To the best of my 
recollection. I may be wrong. It wasa't a very long 


meeting. 


Maybe an hour, 
Q Following that meeting, did you or anyone 


else acting on behalf of the defendant have any q 


-- 


discussions with Mr. yates? 


A Following that meeting, yes. 


| 
| 

| 

| 

| 

| 

| 

| 

| 

| 

| 

Q About how long would you say it lasted? | 
| 

| 

a 


Q When were those discussions? Who was 
involved? 
A I believe Mr. Alvarez, Mr. Fullana, Mr. Berger. 
don't recall exactly who or how. But I know the loan | 
came through very fast, very quickly after the first | 
meeting, after my meeting with him in New York, I neue 
say. 


I believe you said that a very short time 
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after that meeting, a week or two, you had your loan? 
A Or we were advised that it was approved by them. 
I don't recall exactly when the final documents were 
Signed, although I have them in front of me. 

Q Do you recall when you were so advised? 
A Within two weeks or so after my meeting wie Me. 
Yates. 

Q But you are unable to place the date of that 
meeting? 
A No. 

Q How long before the executior of the final 
documents would you say that you got that advice? 
A A very short period, within a couple of weeks. 

Q So Plaintiff's Exhibit 1, which was executed, 
I believe, on October 31st, was prepared within two 
weeks after you got this advice? 
A. As I recall, I think so. 

Q Could it have been longer? 

MR. HOROWITZ: I sunpose anything is 

possible. 
A It could have been three or four weeks. I don't 
know. I recall it being a very short space of time, 

Q You say that your contact with Yates was 


through a broker? 


1 
| 
} 
‘ 


| 
| 
| 
| 
| 
| 


| 
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. | A In this particular deal, yes. Although we knew 
a 3 Yates from Puerto Rico, as witnessed by the fact that 
\ : he is our tenant. | 
5 : Q The broker, Mr. Otero, came to Basic | 
6 Equities and said in substance that HIC might be 


- | dnterested in making this loan; is that correct? 


| 
| 
| 
| | 
so # Yes. | 
9 Q Do you know when that was? 
10 A No. 
11 Q Could it have been in June? 
12 | A No. | | 
13 | Q July? | 
lt : A No. : 
15 | Q August? 
16 A It might have been August. I don't know, It was 


probably September, 


18 Q How long after Mr. Otero approached Basic 
19 | Equities did the meeting with Mr. Yates occur? 
20 A Quickly. 


Two or three days? 


' 
A No. Probably a week or two, to the best of my 


recollection. 


Q Was an agreement signed by Inmobiliaria and 


Mr. Otero? 
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MR, HOROWITZ: You mean a document in 


we got the loan from HIC. 


3 i addition to those that I forwarded to you on 
Co Monday? | 
5 MR. CARR: Yes. | 
6 : A A brokerage agreement? | 
7 Q Yes. | 
8 A I don't recall. : 
9 | Q Either an agreement appointing or naming him | 
10 as broker or giving him authority to act as broker. | | 
11 A We knew he was 2 eres I don't know whether a | : 
12 document was executed. | me 
13 : Q Was an agreement providing that a fee would | 
14 be paid to him ever executed? | | 
15 A Ever? I would imagine it was executed at the time | | 
| 
17 MR, HOROWITZ: We have preduced some | 

18 promisory notes and checks. I don't know whether | 

19 you consider that an agreement. I know I do, an 
20 agreement to pay him. 


21 MR. CARR: Why don't we mark these. 


99 MR, HOROWITZ: Fine. 
23 MR, CARR: I would like marked as 
24 Plaintiff's Exhibit 9 a two-page document consist- 


25 ing of copies of the front and back sides of three 


Cohen 


| 

| 

| checks, 
| 

| ee? 
(A two-page document consisting 
| of copies of the front- and back-sides of three 

{ 

checks was marked Plaintiff's Exhibit 9 for iden- 


t 
tification, as of this date.) “ | 
| 
| 
| 


| 
7 MR. CARR: As Exhibit 10, a document 


6 
8 | entitled "Promisory Note" with a maturity date of 
9 June 30, 1974, , 
10 (A promisory note with a ws 

; 11 date of June 30, 1974 was marked Plaintiff's | 
12 Exhibit 10 for identification, as of this date.) | 
13 wR, CARR: And as Exhibit 11, promisory 
i note with a maturity date of April 30, 1975. | 
15 (A promisory note with a maturity! — 
16 date of April 30, 1975 was marked Plaintiff's | 
7 Exhibit 11 for identification, as of this date.)- | 
18 | / MR, CARR: As Plaintiff's Exhibit 12 : 
19 for identification, a promisory note with a maturity 
20 date of August 31, 1973. 
21 (A promisory note with a maturity, 
29 date of August 31, 1973 was marked Plaintiff's 


Exhibit 12 for identification, as of this date.) 


24 Q Mr. Cohen, I am going to hand you Plaintiff's 


Exhibits 9, 10, 11 and 12, and ask whether I am correct 


9 
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in my addition here? It appears that some $90,000 has 
been paid to Mr. Otero and that $80,000 remains to be 
paid for a total fee of $170,000. 

A That is correct, 

Q I believe I asked you whether there was any 
agreement exccuted between you and Mr. Otero other than 
any agreement which might be reflected in these docu- 
ments, and I don't recall your response. 

A I don't know if there was. I can't answer that 
today. I can check, but I don't know. I have to call 
Puerto Rico to find out, it may have been referred to 
in the -- 

MR. CARR: Mr. Horowitz, if there was 
such an agreement, can I assume that will be 
included in the documents that -- 

MR. HOROWITZ: I had thought so. But 
I am not sure, 

MR. CARR: I believe it's called for 
by our request, 


MR. HOROWITZ: I asked them for it in 


Puerto Rico, Whether they understood me or not, I 


have no guarantee, I will ask them again. 
BY MR. CARR: 


Q 


But you know of no such agreement? 


te 


9 
ca 
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MR. HOROWITZ: I know of no such 
agreement. But I don't know what they have in 
Puerto Rico. 

MR. CARR: And Mr. Cohen knows of no 
such agreement either? 

THE WITNESS: That doesn't mean there 
isn't one. 

MR. CARR: I understand that. 

MR. HOROWITZ: We will look. 

Q How long have you known Mr. Otero? 

MR, HOROWITZ: He, versonally? 

MR. CARR: Yes. 

Twenty years. 


Q Is Mr. Otero primarily engaged in the 


brokerage business? 


A 


A 


To my knowledge -- at the present time? 
Q Yes. 
I think so. 


Q Was he primarily engaged in the brokerage 


business in the summer and fall of 1972? 


A 


| 
| 
| 
| 


I have no way of knowing that. I think so because #- ; 


MR. HOROWITZ: If you don't know, you 


don't know. 


THE WITNESS: What I am saying is he's 


5 


to 
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done other things, too. 
been an owner of property. 


Q Has he ever been associated in any way with 


any of your companies in Puerto Rico? 


MR. HOROWITZ: You mean other than as 
a broker? 


Q Has he ever been employed by any of your 


companies? 


THE WITNESS: O£f the record. 


(Discussion off the record.) 


THE WITNESS: No. O£ course not, He's! 


never been employed by any of our companies. 

MR. CARR: I think we better get that 
on the record, 

. THE WITNESS: He is an independent 
broker. 

MR. HOROWITZ: He has never been > 
employed by you? 

THE WITNESS: He is independent. He 
lives in Puerto Rico. He has in the past been in 
the real estate business in Puerto Rico and, in 
response to your question, I believe his major 


scope of business is brokerage. I don't know, 


He's been a realtor, he's ; 


| 
| 


| 


because he has done so many things in the past, but 


Cohen 


all in the real estate field. 


: MR. HOROWITZ: He is not your uncle? 
| THE WITNESS: Not my uncle. He's not 
| my son, either. 
6 Q You have had business dealings with him 
! 


; | before, though; is that correct? 


Poe ae We have had business dealings with him? 

9 | Q You or your companies. 

10 | A I believe we had one business transaction with him 
11 | in the past. 

12 Q Did he act as a broker in that transaction? 
13 | A No. 

14 Q Is it your custom when you or any of your 


companies retain a broker to have a written agreement 


with the broker? 


7 A Sometimes we do and sometimes we don't. 


18 we Q Is there any general guidelines for when you 
19 might want to have an agreement, when you might not, or 
20 is it completely arbitrary? 
| A We're very well known in Puerto Rico and brokers a 


that we deal with know that -- some of them know that 
they will get their brokerage whether they have an 
agreement or not and some of them demand a brokerage 


agreement. So I really don't know what percentage of the 
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! 


cases we sign a brokerage agreement. Alvarez would be in 


a better position to tell me. I could ask him that and 


find out. I do know that no broker ever asked us for a 


good-faith ceposit. 


Q No broker ever asked you for a good-faith 
deposit? 
A Other than Paine, Webber in my history in the real 


estate business. 

Q Did you personally have any communication 
with Mr. Otero relating to this transaction? 
A No. | 

Q To your knowledge, did anyone, other than 


Mr, Alvarez and Mr. Fullana? 


i 
| 
i 
| 
{ 


A On our side? 
Q On your side, or the defendant's side. 
A It was Alvarez and Fullana. 
Q Do you have any knowledge of the substance of 


those communications other than the initial contact that 


you have described earlier? 


A I am sure they had several meetings. I am sure 


that Alvarez and Fullana had several meetings with Mr. 


Otero. A couple of meetings at least. 


Q Were you informed of that by Mr. Alvarez and 


Mr. Fullana? 
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A I was informed of it at a point where it looked 

like they were seriously considering it and that he would 

be in New York in a matter of days or a week or nein 

very short space of time, and then I had my meeting with ,; 

Yates, which Berger attended. | 
MR, CARR: I am going to have to take | 

about two minutes and look at this document which 


I have never seen before. 


BY MR. CARR: 


Q Mc. Cohen, I hand you Plaintiff's Exhibit 1 


| 
| 
(A brief recess was taken.) | 
| 


which appears to be the loan and pledge agreement between, 


the defendant and HIC and ask you whether that agreement 


was executed on October 31, 1972. 


| 
| 
A Yes, it was. | 
Q Who executed on behalf of the defendant? | 
Fullana. | 
Q Did Mr. Fullana execute the agreement with | 
your consent? 7 | 
A Yes. 
Q What is the amount of the loan that is 
provided for in that agreement? 
| 
Po 
| 
| j 


A It varies, from $17 million -- I believe it varies 


from $17,250,000, it varies upwards to $17,750,000. 
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to 


| 
| MR. HOROWITZ: The document speaks for 
| 


him to go through it? 


MR. CARR: Roughly $17% million? 


| 
| 
3 } itself. It's a long document. Do you really want 
| 
| 


MR. HOROWITZ: 17%, a little more, 


whatever. 


! | 
8 THE WITNESS: That is correct, | 
9 | Q What interest rate is provided for? | 
10 | A Nine percent. | 3 
| Q I believe on page 4 of that document there 


is a reference to three mortgages. Do you know why 


| 
three mortgages were given? | 
MR. HOROWITZ: Where is the degeneeue | 
to three mortgages? You are referring to sub- | 
paragraph E on that page? | 
Q Is the mortgage for 17 million and $1,250,000, 
one mortgage? 
A I don't know. 


And then it also refers to a mortgage for 


Q 


$10 million, 


Q Subparagraph refers to mortgages in the 


total amount -- 


99 A It's 18.2. Maybe it's 18.2 then, 
| 
A Let's call it $18 million. 


Cohen 
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| Q Was the amount of the contemplated loan to 


be $18,250,000? 


| 
| 
| 
| 

1 : A It looks that way, 
| MR, HOROWITZ: We will stipulate that 
| 


the sum total of what's stated in paragraph sub-E 
grap 


6 

7 on page 4 is $18,250,000. 

8 | THE WITNESS: That's D and E, 

9 MR, HOROWITZ: That's who? 

10 | THE WITNESS: E, okay. It's $18,250,000. 
11 Q Subparagraph E refers to a mortgage or two 


mortgages which have already been recorded, Do you know 


A When they were recorded? I don't know that. 


12 || 
13. | when those mortgages were recorded? 
Q Would it have been some time prior to this 


date, October 3lst? 


oo 
reas 


A Prior? I don't know. 
I don't know. 
MR, HOROWITZ: He's not a lawyer. He 
doesn't know about recording. 


MR. CARR: I am just asking. It 


——— 


seemed curious it referred to mortgages which had 


already been recorded and I wondered whether he 
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knew nothing about that. 


THE WITNESS: No. 


Nee CC acetic an 
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BY MR. CARR: 


Q If you look at page 15 of the agreement ~~ 
MR, HOROWITZ: What portion of page 15?) | 


MR. CARR: Subparagraph D. 


Q That provides for a guarantee by Basic 
Equities and Development. Do.you know whether that 
guarantee was actually given? 


A Yes. 


Q Is a copy of that guarantee attached to this | 


exhibit at the end? 


| 
| 
| 
\ 
| 
| 
| 
{ 
L believe it's the last exhibit. | 
MR. HOROWITZ: You mean the last 

document ? 
MR. CARR: Right, which appears to be | 


a three-page document. 


MR; HOROWITZ: It's a three-page 
document signed by Pedro Fullana; right? 

THE WITNESS: No. 

Well, it's signed by Alvarez and 


Fullana, 


MR. HOROWITZ: Both of them and 
notarized, 
BY MR, CARR: 


Q 


This appears -~- 


| 


A Between March -- possibly. 
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THE WITNESS: He signed for Basic 
Equities and he signed for Pedro Fullana. Pedro 


Fullana has no part of Basic Equities. 


Q Between June and October 3ist of 1972, had 
some agreement been reached with Massachusetts Mutual -- 
A It's State Mutual. 

Q -- which allowed Basic Equities to guarantee | 


this loan? 


Q Do you recall having any discussions with | 
State Mutual? | 
A No. | 
Q Do you recall any communications of any sort | 
between you and any of the other principals of the | 
defendant and State Mutual about this subject during 
that period? 

A I don't recall, 


Q You testified earlier, didn't you, that 


State Mutual wouldn't allow Basic Equities to guarantee 
the proposed loan from FMI? 
A Right, 

Q Yet they did allow Basic Equities to guarantee 
the ioan from HIC? 


| 
A It appears that way. 
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Q You have no recollection of any discussions 
by anyone -- 
A i don't know. 1 wouldn't say anyone. I know I 
didn't have any discussions. 

Q I believe I asked whether anyone else, -to 
your knowledge, had any discussions. . 
A I will have to check, I don't know. 

Q Mr, Fullana is not employed by Basic 
Equities? 
A No. 

Q Would it be tieeuaiek to assume that any 
dealings with the creditors af Basic Equities would be 
wndertaken by either you or Mr. Alvarez? 


A That's that? 


MR. HOROWITZ: Any dealings between 


Basic Equities and First whatever-~it-is by you or 
Alvarez? 
THE WITNESS: No. 

Q Who else could those communications have 
involved? 
A It probably would have been Alvarez or myself. 

Q But it could have been someone else? 
A I don't think so. I don't think there could have 


been anybody else. 
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Well, it might have been my controller, Mr, 


8 | be advanced from time to time, does it not? 


Caseres, | 
Q But it wouldn't have been Mr. Berger or Mr. ! : 
Fullana? | s 

A No, | 

Q Now, that document provides that funds wiil | 

| 


| 
9 ~ MR. HOROWITZ: Do we have to really go | 


10 | through something that's in the agreement? | 

1] | MR, CARR; All right, I won't ask you | 

12 | to characterize the agreement. i? 
13 | Q Has the entire amount of the loan which is | 

14 | provided for in that agreement, whatever it might be, | 

3 | been advanced to the defendant? | 

16 A What ? 

\v MR. HOROWITZ: Have you gotten all the 

18 | money? 

19 THE WITNESS: No, of course not. 

20 The en amount of this loan? 
é MR, HOROWITZ: Yes. | 
99 THE WITNESS: No, We haven't gotten 

23 anywhere near the amount of the money, 

24 Q How much have you gotten? 


25° A I don't know at this point, But it's a fraction 


fon) 


oo 
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of the money, 
Q Thirty percent, twenty percent? 
A It might be 25 percent. I don't know. I don't 


know what that number is. 


Q When was the first payment made? 
A I don't know, 
Q Wourd it have been soon after this agreement 


was signed? 


A Yes. 

Q Was this agreement executed in Puerto Rico? 
A Yes. 

Q Were you present? 
A No. Alvarez was present and apparently a notary 
public. 


THE WITNESS: Al lawyers in Puerto 
Rico have to be notary publics. 
Q Was a formal application for a commitment 
executed in connection with the HIC loan? 


MR, HOROWITZ: A written thing? 


THE WITNESS: TI don't know. If it was, 


it was executed in Puerto Rico. I don't know 
whether it was necessary, 


MR. HOROWITZ: You didn't execute it 


and you didn't see one? 
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THE WITNESS: No, I didn't execute it. 


To the best of my knowledge, I didn't 


see one. 
Q Is construction now proceeding at the site? | 
A Yes, it.is. | 
Q Is there a sign on the project that says 


"Financing provided by HIC"? 
A There is a sign, but I don't know if it says 


"Financing provided by HIC"., It's possible. I was just 


there. 
MR. HOROWITZ: Next time you go, take | 
a look. | 
Q Would Mr. Otero's name be on the sign? 
A Oh, no. | 
Q Eive you ever dealt with a broker in which 


the name of the broker who arranged the financing 
appears on the sign in the construction site? 
A Not in Puerto Rico, it isn't done like that 
usually. I see it here a lot in the States. 
Q Not in Puerto Rico? 
A No. It's usually the institution that lends. Like 
here I see "Construction arranged by Sonneblick, doideka! 
Q Have you ever been involved in a transaction | 


or construction in which the broker's name appeared on 


ie 
1 


the sign? 
A The broker who obtained the mortgage? 
Q Yes. 


A To the best of my knowledge, no. 


Q Mr. Cohen, certain documents have been 


produced which refer to other. proposed transactions 


between primarily Basic Equities and Paine, Webber. 


These include two applications for commitment, neither 
of which appears to be signed. 
A For other properties? 


Q Yes. One relates to the M and M building. 


A They were equally successful on those two trans- 


actions. 


Q My question was to be whether anything ever 
came of this. 


A No. We just wasted time like we did here. 


Q Did you sign a copy of these applications? 
A Most probably. As I recall, yes. 
Q Do you recall why it was that Paine, Webber 


was unable to come up with the lender? 


subsequent to that we were able tc -- we have been 


arranging financing for those things. 


25 Q Did you later obtain financing for both of 


| 
A I can't tell you why they weren't able to. But 


these buildings? 
THE WLINESS: Do I have to answer that? 


MR. HOROWITZ: If you know. Do you 


THE WITNESS: I don't know. One of 
them, I think. 
Q You don't know whether you got financing on 


these buildings? 


A Personal financing is what you are talking about 


there? 


Q Yes. Were these buildings that were already : ‘ 


existing? 


A One of them was already financed and we were 


looking for a different mortgage. 

Q Did you get that as Pfevent mortgage? 

Yes. One of them; not on the other. 

Q Do you know when you got the mortgage? 
A When, no; I can't tell you when. This is a year 
and a half ago. They didate get us anything. Paine, 
Webber got us nothing, but they wasted a lot of my time. 
They ain't good mortgage brokers. 

MR. CARR: I have heard a little 
different story. 


THE WITNESS: On what? 
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MR, CARR: I am not testifying here. 


THE WITNESS: Neither am I testifying 
here. I don't know why you are asking about other | 
properties. You have heard that they could have 
gotten us the mortgage and for some reason on our 
side they didn't. 

MR. CARR: I have substantially 


completed the examination, Mr. Cohen has to leave, 


ne 10 I can't say definitely that we won't want to 


11 continue, although I understand that Mr. Horowitz 


probably reserves his right to consider the 


deposition at an end. 
MR. HOROWITZ: I reserve my right to 
think about it and do whatever I decide to do. 


THE WITNESS: I£ I have to come back --! 
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gentlemen, in any event, that's it for today. 


| 
(A letter dated June 16, 1972 
was marked Plaintiff's Exhibit 13 for identifica- 


tion, as of this date.) 


(A letter dated June 16, 1972, 
with attachments thereto, was marked Plaintiff's 
Exhibit 14 for identification, as of this date.) 


(An application for commitment, 


dated June 14, 1972, was marked Plaintiff's Exhibit 
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15 for identification, as of this date.) 

(A letter dated June 2, 1972 
was marked Plaintiff's Exhibit 16 for identifica- 
tion, as of this date.) | 

(A letter dated June 2, 1972, | 
together with an application for panmdteut, Was 
marked Plaintiff's Exhibit 17 for identification, 
as of this date.) 

(A letter dated May 31, 1972 
was marked Plaintiff's Exhibit 18 for identifica- 
tion, as of this date.) 


(An application for commitment, 


18-A for identification, as of this date.) 


(A letter, dated June 7, 1972, 


with an attachment, was markéd Plaintiff's Exhibit 


1% for identification, as of this date.) 


| 
| 
dated June 14, 1972, was warked Plaintiff's saan 
| 


(Time noted: 2:15 o'clock p.m.) 


21 
29 Subscribed and sworn to before me 


3 | this day of 1974. 


CERTIFICATE 
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STATE OF NEW YORK ) 
> SS. 

COUNTY OF NEW YORK) 
I, GERALD I, METZ, a Certified Shorthand 


Reporter and Notary Public within and for the State of 


New York, do hereby certify that the foregoing examina- 


tion before trial of MARTIN L., COHEN was held before me 


on the 28th'day of February, 1974; 

That the said witness was duly sworn before | 
the commencement of his testimony; that said testimony | 
was taken stenographically by myself and then transcribed; 


and that the within transcript is a true record of the 


said examination before trial. 


I further certify that I am not connected by 


interested directly or indirectly in the matter in 


| 
| 
blood or marriage with any of the parties herein, nor 
\ 


controversy, nor am I in the employ of any of the counsel 


in this matter. 


IN WITNESS WHEREOF, I have hereunto set my 


we 
hand, at the County and State of New York, this _~! ie 


day of March, 1974, 


February 28, 1974 116 
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| EXHIBITS | 
, | PLAINTIFF'S FOR IDENT. 


ae. ) A thr. -page document consist- y | 
ing of a letter dated July 5, Adee) Ege | 

: 1972 from Mr. Cohen to M. ie), @ a 

| Frame: an executed applicction , 

| for commitment; and xerox 

copies of three checks SL 


9 A two-page document consist- 
ing o£ copies of the front- 
and back-sides of three checks 96 


10 A promisory note with a 
maturity date of June 30, ; 
1974 96 


maturity date of April 30, 
1975 96 


with a 


13 . : 
11 A promisory note with a 
A promisory note 


maturity date of August 31, 
1973 96 


15 An application for commitment, 
dated June 14, 1972 113 
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with attachments thereto 
A letter dated June 2, 1972 
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An application for commitment, 
dated June 14, 1972 


A letter, dated June 7, 1972, 
with an attachment 
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LOAN_AND PLEDGE AGREEMENT 


1972, made and entered into at San Juan, Puerto Rico by and 
between INMOBILIARIA MELIA DE PUERTO RICO, INC., a corporation 
organized and existing under the laws of the Commonwealth of 
Puerto*Rico (referred to herein as Borrower) and HOUSING INVEST- 
MENT CORPORATION, a corporation organized and existing under. the 
laws of’ sho State of Delaware and duly qualified to do business 
in the Commonwealth of Puerto Rico (referred to herein as“HIC* or 
“The Company“. - 


THIS AGREEMENT, dated as of the 3lst. day of October, | 
| 
1 


WITNESSETH: That 


WHEREAS, Borrower has applied to HIC for loins contem- 
plated by this Agreement and HIC has agreed to make such loans 
to Borrower subject to the provisions hereof and the parties 
desire to enter into this Agreement for the purpose of setting 
forth the terms and conditions of their, agreements in the 
premises; 


NOW, THEREFORE, in consideration of the premises and of ¢ 
pledge and delivery of securities as set forth herein and of the 
mutual and several agreements, covenants, warranties, and repre- 
sentations of the parties herein ae forth, bs eeumeoass hereto doj 
agree as follows: 


PART A_~- DEP 


1. As used in this Agreement unless the context otherwise 
requires the following words and terms shall have the following 
meanings: 


Agreement: This loan and Pledge Agreement. 


Apartment: The structure occupying all or part — 
of a floor in a building of one or more floors 
or stories regardless of whether the part cons- 
tructed be destined to residence, offices, opera- 
, tion of any industry or business, or to any other 
~ type of independent utilization, provided it has 
direct exit to a thorcughfare or to given common 
space leading to a thoroughfare (Title 31 L.P.R.A. 
Section 129la), and ali easements, servitudes, 
common elements thereto and any other thing appur- 
tenant thereto, which apartment forms part of the 
Project. 


Bank: ‘The Bank participating in this financing. 


ant se tne net agp agg 
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Borrower: INMOBILIARIA MELIA DE PUERTO RICO, INC., a 

corporation organized and existing under the laws of 

the Commonwealth of Puerto Rico (also referred to as 

Builder and or Owner). 

Bank-HIC Loan Agreement: The Loan and Pledge Agree= 

INWent to be executed between HIC and the Bank, under 

which HIC pledges to the Bank the sccurities pledged 

to HIC under this Agreement. I 
‘“s . : 


Contract of Sale: A valid and binding agreement 
between the Owner and an individual by which such 
individual obtains the right to purchase and apart- 
ment in the Building erected on the Site, which 
apartment forms part of the Project, and under which 
such individual shall have deposited with the Borrower 
a down payment of at least $500.00. All such deposits 
of down payments will be transferred to and wiil 
remain in escrow with the Company and will not be 
utilized for the construction of the Building. 


. Cost of Construction: The Cost of the Building and 
' the cost of constriction of the apartments therein as 
appears in Exhibit "A", 


Guarantee: ‘The Guaranty Agreement referred to in 
paragraph 7(b) of this Agreement. 


Guarantors: The corporations and/or individuals 
required to execute the Guarantee under the provisions 
hereof. 

Mortgage: The mortgage referred to in paragraph D-3 
of this Agreement. 


Obligations: All indebtedness and obligations of the 
Borrower to HIC, direct or indirect, absolute or con=- 
tingent, joint or several, due or to become duc, n-w 
existing or hereafter arising, incurred under this 
Agreement or any instrument referred to herein and any 
extensions or amendments hereof or of any such ins- 
trument, ‘ 


* Payment Breakdown Schedule: The schedule set out in 
Exhibit "C" ettached to this Agreement. 


Permitted Encumbrances: 


es : (a) Liens, encumbrances, mortgages,’ pledges or 
a - other encumbrances which are junior, or subordinate 
eg ; S '. to the lien of the Mortgage. 
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\es Giens arising out of judy.wnts or we eds 
with respect to which the Owner-Builder snall in 
goed faith be prosccuting an appeal or procesciings 
for review and in respect of which the Owner-tuilder 
shall have set aside on its books reserves which it 
desms adequate with respect to each such judgment or 
awaxds; 


(c) Liens for taxes, assessments, governmental 
“charges, or lavics, if payments of such raxer, 
assessments, governmental charges or levics shall not 
‘at the time be required to be made; 


(4) Easements, exceptions or reservations in 
property of the Owner which do not materially impaiir 
the use of such property for the purposes for which 
it is held by the Owner. 


Planning Board: The Planning Board sf the Common- 
wealth of Puerto Rico. 


Project: All development and construction work to be 
done by the Borrower on the Site for the Melia 
Apartohotel, including development of the Site and 


- @onstruction of 611 apartohotel units thereon, all in 


accordance with the required approvals oi the Planning 
Board and of FHA. 


Site: The real property described in paragraph First 
of the Mortgage being the real property on which is to 
be developed ths Project. 


PART _B = REPRES ONS WARRA 


2. Borrower represents and warrants as follows: 


(a) Borrower is a corporation duly organized and 
existing and in good standing under the laws of the 
Commonwealth of Puerto Rico and has ali requisite 
power, authority and legal right to own its properties 
and to carry on its business as now conducted and as 
proposed to be conducted or carried on. 


(b>) Borrower has full power, authority and icgal 
right to borrow money and mortgage its property as 
contemplated hereby, --3 execute and deliver the 
Mortgage Notes, she Mortgages, the Notes, this Agrae~ 
ment and all other documents executed or to be 
executed by it as contemplated hereby and all corpor- 


. ate and other action has been duly and effectively 


taken to authorize the borrowing of ths <oneys to be 
borrowed hereunder and the valid execution, delivery . 
and performance of the Mortgage Notes. the Morigages, 
the Notes, t2:% Agicavent and all other documents 
veferred to herein inc to constitute this Agreement 
and such instruments and documents when executed and 
delivered to be valid, legally binding and enforceable 
obligations of the Borrower. 
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(ce) Borrower possesses all franchises and rights 
necessary for the conduct of its business as now 
conducted or proposed to be conducted. 


(a) Borrower has good and marketable dominion 
title to all property and assets specifically 
described or referred to in or otherwise intended 
“go be encumbered by the Mortgage in guarantee of 

&@ promissory note for TEN (10) MILLION DOLLARS and 
except for the lien of the referred Mortgage none 
of’ such property is encumbered by any mortgage or 
other lien, except a mortgage in gurantee of two 
(2) promissory notes in the amounts of SEVEN (7) 
MILLION DOLLARS and ONE MILLION TWO HUNDRED FIFTY 
THOUSAND DOLIARS ($1,250,000.00) which promissory 
notes will be endorsed and delivered to HIC siml- 
taneous to this execution. 


a ee ee ed 


(c} “he Mortgage for SEVEN (7) MILLION DOLLARS 
and ONE MILLION TWO HUNDRED FIFTY THOUSAND DOLLARS 
($1, 250,000.00) have been already recorded at page 
74 volume 273 of Carolina, property number 10,523, 
3rd. Entry, and the Mortgage for TEN MILLIONS 
DOLLARS ($10,000,000.00) has been duly executed and 
a certified copy thereof will be duly filed for 
record in the Registry of Property of Puerto Rico, 

Aes Carolina Section, and is entitled to be recorded, 

’"* and the Mortgage(s) constitute(s) and is a valid 

and legally enforceable lien upon the property 
specifically or generally described or referred to 
therein and intended to be encumbered by the Mortg~- 
age(s). 


(£) The warranties and representations of the 
Borrower set forth in the Mortgage are true and 
correct. 


(g) All representations and warranties of the 
Guarantors set forth in the Guarantee are true and 
correct. 


(h) The Builder is not a party to any contract or . 
agreement or is subject to any charter or other 
corporate or other legal restrictions of any kind 
which, in the opinicn of the Builder, materially 
and adversely affects the bb inesses, properties, 
assets or conditions,. financial or otherwise, of 

the Builder; and neither the execution and delivery 
of the Agreement, the consummation of the transzc- 
tions contemplated herein, nor the compliance with 
the terms, conditions and provisions of this Agree- 
ment and of the Notes will conflict with or result 
in a breach of the terms, conditions or provisions 
of, or constitute a default under the charter or 
by-laws of the Builder or any agreement or other 
instruments to which it is a party or by which it 

is bound or result in the creatio: or imposition of 
any lien, charge or encumbrance of any nature what- 
soever up = ‘ny of the properties or assets of the 
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Borrower, except as permitted by the provisions 


‘hereof. 


(4) The sewage treatment plant to which the rraject 
is to tie-in is of sufficient capacity and orsacr 
design and will provide adequate sewaye service to 

+ all Apartohotel Units contemplated to be constructed 

© thereon under the provisions hereof. The contracts 
to tie-in to this sewage treatment plant have 
‘wiready been executed and the sama are legally 
binding to all concerned. * 
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(4) Public water service is available to serve the 
Site and all Apartohotel Units contemplated to be | 
constructed thereon. : 


(ek) All information which has been furnished to HIC 
with respect to the financial condition of the 
Borrower and the Guarantors is correct and is complete 
in regard to the matters purported to be shown thereby. 


% . 


PART C = COVE OF BORROWER 


A. Affi ive Covenants: 
Ste ts 1. The Borrower covenants that it will: 


(a) Apply the proceeds of all loans made 
_by the Company to the Borrower to 
the payment or repayment of the Cost 
ef Construction of ‘the Project: 


samo ait (Bb) Prosecute the work on the Project 
gre with diligence to its final comple- ° 
: cutee a tion; 


(e) Maintain proper books of record and 
. account in accordance with sound 
is accounting practice, in which full, 

q true and correct entries shall be 
made of all its dealings and business 
affairs, and not later than 90 days 
after the‘end of each annual account- 
ing pericd submit to the Company 
audited financial statements prepared 

‘By independent public acccuntants 
satisfactory to the Company. The com 
pany may require semiannual financial 
statements preparcd by independent 
public accountants. 


® This contract is being negotiated. All off-site i 
costs of project will be paid by Borrower and it is re 
expected that contracts will be executed within 9 

months of date hereof. 
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Not later than 10 days after the end of cach 
quarter, submit to the Company an aging of accounts 
payable, and receivable as well as unaudited finan- 
cial statements signed by the chief financial officer 
of the Oxcner-Builder. In any event, within SO days 
of Project completion and final apartment closings, 
Builder will prepare and submit to the Company 
closing financial statements audited by independent 
public accountants; 


(4) Furnish to the Company from time to time such 
information in connection with the business of the 
Builder as the Company may reasonably require and 
permit any officers or qualificd employees or rceore- 
sentatives of the Company to visit and inspect any of 
the properties of the Builder and discuss the affairs, 
finances and accounts of the Builder with officers 
thereof, all at such reasonable times and as often as 
the Company may reasonably request; 

(e) Furnish to the Company a title insurance policy 
issued by a company acceptable to the Company and as 
to any portion of the work to be performed by subcon- 
tractors furnish to the Company payment and perform- 
ance bonds in favor of the Builder and endorsed to 
the Company and shall also furnish to the Company 
Builder's Risk Insurance all issued by a company ac- 
‘ceptable to the Company; 


(f) Keep all insurable property, real and personal, * 
owned by it, insured at all times against loss or 
damage by hazards or the kind customarily insured 
against and in the amounts customarily carried by 
corporations engaged in comparable businesses and 
comparably situated; cause all insurance policies 
covering property subjcct to the Mortgage to ke 
endorsed with a standard Mortgage clause providing 
for payment of the proceeds thereof to the Owner 
and/or the Company, as their respective interests 

may appear; effect all such insurance under valid 
and enforceable policies issued by insurers of 
recognized responsibility satisfactory to the Company 
and deposit the originals of all such policies with 
the Company; 


(g) Maintain, preserve and renew all rights, povers, 
privileges, franchises and approvals of the Planning 
Board which the Builder has now or,may hereafter 
acquire, to the extent that in the bona fide opinion 
of the Board of Directors of the Builder such rights, 
powers, privileges, approvals and franchises continue 
to be advantageous to the Builder; 


* 


th) Deposit a $500.00 down payment made by the EV 125 


parties agreeing to purchase apartments in the Pro= 
ject in connection with and under agreements tor 
purchase directly into a special escrow accouat to 
be maintained by the Company in onc of the 2anxs in 
Fuerte Rico. Tha special cscrow account required 


. hereby shall be kept in existence until all loans 


made hereunder shall have been repaid. Funds dcpno- 
gitod in the special escrow account required acreby 


“ghall bear no interest and shall not be uscd for any 


purpose other than for the repayment of loans ande 
hereunder and shail not be utilized for the construc- 


tion of the Borrower. 


B. Negative Covenants: The Borrower covenants that 
as long as the Company is obligated to.make loans to 
the Borrower hereunder, and until all Notes issued 
hereunder and accrued iscexrazt thereon shall have been 
fully paid, the Boriqwesz wilt not, without the prior 


written consent of the Compry: 


(9) Create, assume or stiffer to exist any 
mortgage, piedge. smcumbrances or other 
lien on any properties or assets of the 
Borrower specifically or generally des- 
eribed or referred to in the Mortgage, 
or of any of.its fixed assets, whether 
now owned or hereafter acquired, except 
the Mortgage an Permitted Encumbrances; 


(b) Create,inevr, ‘sarantee, endorse, assume . 
or suffer to taist any indebtedness 
except (i) indebtedness-to the Company, 
(ii) indebtedness evidenced by the 
Permitted Encumbrances, and (iii) current 
indebtedness; 


(ce) Liquidate, merge or consolidate with any 

"ether corporation, or lease, sell trans- 
fer or dizpese of any of its assets 

(including <he Mortgaged Property) other 

than in the ordinary course of business; 


(4) Assign any accounts receivable, create any 
subsidiary or ’. est in the capital stock 
of any subsidiar,, or make or have outstand- 
ing at any time any loans or advances to or 
extent credit to any person, firm cr cor- 
poration except advances to contractors 
engaged in the construction of the Projuct 
for wori: actually performed thereon; and 
also excepting payments made on account of 
vark er services actually performed or . 
vendersas 


(s} Engage in any business activity other than 
the construction of the Project in the 
ordinary course of business; 


| 
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(f) Declare or pay any dividends on any 
share of its capital stock. 


(g) Purchase or acquire, for value or for 
a purchase price excecding $10,000.00, 
any fixed assets other than for the 
ae construction of the Project; or 


(h) Increase any salaries over the amounts 
) presently being paid by the Borrower 
ae its officers. 


PART_D = LOANS- AT OND ITIONS—PURFOS 
1. itment: 


Construction Loan: Subject to the terms and conditions 
and relying upon the representations and warranties hecvein 
set forth, the Company agrees to make loans to the Owner 
at any time or from time to time, up to the sum of SEVEN: 
TEEN MILLION EIGHT HUNDRED TWELVE THOUSAND DOLLARS 
($17,812,000.00) on a non-revolving basis, for the cons< 
truction of the project, provided that the total amounc of 
advances sutstanding at any one time shall not exceed 80% 


‘of the appraised value of the Mortgaged Property as éeter- 


mined by the Company's supervising architect. There shall 
be a 5% to 10% holdback on prime contractor payments until 
completed project is officially certified for occupancy. 


2. Interest Rate: The Notes to be issued hereunder in 
connection with the Construction Loan shall be gayable on 
demand and shall bear interest from their respective dates 
at the vate provided in paragraph four hereof. 


3. The Mortgage: Prior to the execution of -his tran- 
saction ths predecessor in title of the Borrower executed 
and delivered to its creditors Promissory Notes in the 
amounts of $7,000,000.00 and $1,250,000.00 guaranteed with 


‘a Deed of Mortgage over the Site as appears from Deed No. 72, 


executed in San Juan, Puerto Rico, on the 23rd day of 
December, 1966, before Notary Public Luis E. Dubén, Jr., and 
which mortgage was recorded at Page 74 of Volume 273 of 
Carolina, Puerto Rico, Property No. 10,523, third entry, and 
simultaneous with this execution Borrower has executed a 


mortgage in guaranty of a Promissory Note for $10,000,000.00, 


as appears from Deed No. 136----, dated the 3lst day of 
October, 1372, before Nétary Public José Manuel Calderén 
Cerecedo, 12d which deed will be presented for recording in 
the Registry of the Property of Carolina, Puerto Rico, and 
will be duly recorded, and the above Promissory Notes and 
Deeds have been insured under Pulicy:No. 53-001-02-03272, of 
Chicago-----= Title Insurance Comxny (and the above Decds 
will be hereinafter referred and/or called “the ortguges"). 
"The Mortgages", the “Promissory Notes” and the endorsements 
in the Promissory Notes for $7,000,000.00 and $1, 250,000.00 
have been found in form and substance satisfactory to the 
Company and its Counsel and they cover the parcel of land 
wherein the building is to be erected and all machinery, 


apparatus, equipment, fittings, fixtures and articles of per- 


"sonal property used or procured for use in connection with tre 


« 


operation of said building attached to or‘’installed in said 
building on the completion date and at any time thereof (said 
building, machinery, apparatus, cquipment, fittings, fixtures 
and articles of personal property being herein called "the 
Improvements"). 

Ae. Construction Loan Notes: Each construction loan made 
hereunder shall be evidenced by a Note of the Owner, in the form 
annexed hereto as Exhibit "b" (hereinafter called “the Note"), 
with blanks appropriately filled in as to the date ana principal 
amount. Each Note shall bear interest from the date thereat at 
the rate of 9%. Borrower agrees to pay interest on lon amounts 
outstanding and unpaid in accordance with the foregoing provi- 
sions of this paragraph. Interest shall be payable on the first 
day of each and every month following the date of the Note 
except that upon payment or prepayment of any note in full, 
interest shall be paid up to the date of such payment or prcpay= 
ment. There shall also be paid to the Company a brokerage 
commission of 4% of the total amount of the loan, This amount 
will be collected at the time of closing of the loan agreement 
and HIC will advance the same at closing. 


5. Disbursement of Funds: Disbursement of funds on the 
Joan will be as proviaed for in the Payment Breakdown Schedule 
(see Exhibit "C"). Borrower represents such cost breakdown to 
set forth substantially correct amounts which will be incurred 
and paid by Borrower as the cost of the project and warrants that 
the total cost itemized on Exhibit "A" or otherwise required to 
complere the development of the project, will not materially 
exceed the total estim:te4 cost set forth in Exhibit "A". 
Borrower has advised HIC of its intention to obtain bids of some 
portions or all of the work for the project and to the extent 
requested by HIC shall obtain bids before work is commenced. In 
the event that bids from reputable contractors or subcontractors 
shall indicate that all or voortions of the work can be construct- 
ed and installed at costs less than those estimated on Exhibit 
"A" or in the event that Borrower shall enter into contracts or 
subcontracts reflecting costs less than as set forth on Exhibit 
“A", then, in either such event, Exhibit "A" shall be revised to 
reflect the reduced costs. Borrower agrees that HIC will have 
the right to approve the general contractor and major subcontrac- 
tor to be used in the construction of the buildings. In ecdition 
payment and performance bonds will be required to tne effect. 
Loans to be made available hereunder in connection with the Cost 
of the project shall be disbursed from time to time in amounts 
which at the date of the application therefor have b2en expended 
and/or are justly owing by the Borrower on account of the Cost 
of the Project not excecding, however 903 of the 
Project of work in place anc satisfactorily cempl 
cate of the loan applicaticn or as of the e : 
engineer's ccrtificate which is to eccenpan 
whichever @ate snall be eariier, iss 
unéer in connection with the Cost of the pro 
in this paragraph 5 to the value of the work in 
factorily compicted, the tern “valce® shall be cecn: 
the value, as ecetemined by the Company's supervising 
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of the work completed and in place computed on the basis of cont EV 12 
estimates set forth in Exhibit "A" (as such costs are now sect { 
forth therein or as such costs may hereafter be reduced as the 
result of the obtaining of bids or from the letting of contracts 

or subcontracts, whichever cost shail be the lesser) or on the 
actual costs to Borrower, whichever shall be less. 


@ 


: 
6. Application for Loans: 

e * / + 
time in amounts based on the progress of work in place end satis- 
factorily completed at the time of the request for acvance. 
Applications for loans should be signed by an enginccr licensed 
ijn Puerto Rico acceptable to HIC and by a responsible officer of ' 


the Borrower. 


) Application for loans shall be made from time to | 
| 
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(b) The Borrower shall not be entitled to any loans, e 
ac or to make application for any loans, other than loans to cover a 
C. amounts which shall at the time of the application therefor have 
been expended and/or be justly due and owing. by the Borrower on 
account of the Cost of Construction of the Projcct. 


(c) Applications for loans shall be submitted not . 
more often than twice each month, shall be addressed to HIC, shall a 
be in writing on form annexed hereto as Exhibit "D" (property e 


| completed and containing the certifications set forth therein) H 

shall be executed on behalf of the Borrower by a responsible H 

officer of the Borrower and an engineer as provided in 6(a) when H 
construction work is included in the loan request, and shall be 

_ wh accompanied by such certificates, schedules or cther documents as , 

jin p shall be required under the terms of this Agreement. All appli- 

cations for loans and other documents required to be submitted or 

delivered to HIC by the terms of this Agreement shall be submit- ' 

o ted or delivered in triplicate. In order to allow HIC sufficient i 

time to process and investigate each loan application it shall be 

entitled to delay the making of each requested loan disbursement, 

for not more than five days after it has received the loan appli- 

cation and the other documents required. | ; 


7. Obligation of HIC to make loans: 


The obligation of HIC to make loans hereunder is subject to 
the accuracy of all representations and warranties of the Borrow- 
er herein contzrined, to the performance by the Borrower of its 
agreements to be performed hereunder, to the compliance by the 
Borrower with all the terms, conditions and contingencies herein 
contained, to the limitations on lending herein sct forth, to 
any other requirements of this Agreement and to the following 
further conditions. 


(a) No event of dcfault shall exist hereunder or 
under the Mortgage Note or Mortgage. 


HIC shall have already received Guaranty 
Agreement on form herctofore delivered to 
Borrower by HIC duly executed by and being 

‘ the joint and several obligations of the 

guarantors Basic Equities and Development 

Corp., Inmobiliaria Melid S.A,, Francisco 

Melia and Pedro Fullana, such Guaranty 


Seen ee ne 


(c) 


(a) 


(e) 


(£) 


- (g) 


--~bi~ 


shall remain in full foree and erfect 
and no default on the part of either 
or any of the Guarantors shall cxist 
thereunder. 


HIC shall have received insurance 
policies or other evidence acceptable 
to it evidencing that all insurance 
then required to be maintaincd by 
Borrower under the provisions of this 
Agreement is in force and effect. 


HIC shall have received copies of all 
Planning Board approvals and approvals 
of other governmental bureaus or 
agencies and applications for apnrovals 
pending at the Planning Board, build- 
ing permits, anda Contracts of Sale then 
required to have been delivered to HIC 
under the terms of this Agreement and 
also any other documents then required 
to have been delivered to HIC under the 
terms of this Agreement or which 
Borrower has agreed to deliver to HIC 
under the provisions hereof. 


HIC shall have received prior to the 
making of the first loan hereunder 
approval of the Planning Board and of 
all other governmental burcaus or 
agencies having jurisdiction and all 
permits or lice:.ses necessary *o allow 
the Borrower to proceed with construc 
tion of land improvements and prior to- 
the m2king of any loan shall have 
received all approvals of the Planning 
Boara and of all other governmental 
bureaus or agencies having jurisdiction 
and all permits or licenses necessary 
to allow the Borrower to proceed with 
construction. 


HIC shall have received the application 
for the loan together with certificates 
and other documents required to be sub= 
mitted or delivered to HNIC with the 
application or as a condition to the 
loan, 


HIC shall have received the Note in the 
amount of the loan, 
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(h) The representations and warrantics of gy 130 
the EBerrower contained herein and the 
reprerentations and warranties of the 
Guarantors contained in the Guaranty 
shall be true and correct on and as of 
the date of the loan with the same 
effect as though such representations 
and warranties had been made on ana as 
of such date of the loan except insofar 
as such representations or warranties 
are affected by transactions contem- 
plated by this Agreement. 


(i) All legal details and proceedings in 
connection with the transactions cone 
templated by this Agreement shall be in 
form and substance satisfactory to HIC 
and to counsel satisfactory to HIC, 
and HIC shall have received all such 
counterpart originals or certified or 
other copies of such documents and 
proceedings in connection witn such 
transactions in form and substance 
satisfactcry to HIC, as HIC may reason=- 
ably request. HIC shall have reccived 
the opinion of counsel satisfactory to 
HIC covering the representations and 
warranties of the Borrower set forth in 
paragraph 2 of Part B of this Agreement, 


HIC shall have received evidences of 
title insurance coverage satisfactory 
to HIC insuring the lien of the Mortg- 
ages subject only to exceptions acccpt- 
able to HIC, and such evidence of title 
insurance coverage shaii be issued by a 
company acceptable to HIC and at the 
time of each loan shail remain in full 
force and effect. 


Borrower shall have paid all costs and 
expenses required to be paid by it 
under the pvovisions of this Agrecment 
and which axe due and payable at the 
time of the loan. 


Borrower shall have paid to HIC all pore 
tions of the fee payable to it under the 
provisions of this Agreement and which 
are due and payable-at the time of the 
loan. — 
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Hic shall have approved and found 

acceptable all contractors or sub=- 
contractors who are to perform work | 
in connection with the Project other | 
than ...e Borrowcr. | 


The company shall have received, at 
the time of making the first loan 
hereunder, an opinion of counsel 
satisfactory to the Company as to such 
matters incident to the transactions 
herein contemplated as the Company may 
reasonably require. 


(a) It is hereby understood and agreed that =ne Company 
will make conventional permanent mortgage loans to the pur- 
chasers of the apartments being constructed hereunder in 
accordance with commitments issued to said purchasers. Each 
loan shall conform to arndcomply with the Company's usual 
requirements and shall bear interest at the prevailing rate 
for conventional loans at the time of loan closing. All a 

a 
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8. Execution of the Conventional Mortgage and Releases: | 
| 
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conditions pertaining to the permanent loans such as terms, 
discount, fees or commissions to which the Company is entitle 
to will be governed by the prevailing market conditions at th 
time of loan closing. Borrower will pay a commitment fee of 
1% of the estimated amount of each mortgage. All closing 
‘costs, discount, and an origination fee of 2-1/2% of each per- 
manent loan, will be for the account of Borrower if these are 


not paid by the individual buyer. 


(b) There will be paid to the Company by the Ovner a fee 
for each apartment which is sold on a cash basis, where no 
permanent loan is closed by the Company of $500.06 wor avart=- 
ment. If the Builder request to be released from tnis Agrec- 
ment, the Builder shall pay to the Company a non delivery fee 
of $500.00 per unit, where no permanent loan is closed by the 
Company. The Compiony shall use its counsel for the purpose 
of preparing conventional mortgages and the purchase and sale 
deeds covering the apartment within the Project and acting as 
notary before whom such mortgages shall be executed. 


(c) HIC, through, its employees, engincers or other 
agents as it may select, shall have the right at all times 
and from time to time to inspect the property from tine to 
time encumbered by the Mortgage. HIC will undertake the 
inspection of the requisition based on progrcss of installa- 
_ tion and construction of the building through an engineer 
selected by HIC at the expense of Borrower. 
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(a) The Company shall have been furnished by the Qvner EV 13¢ 
with the final Compliance Inspection Report, approved by an 
independent engincer satisfactory to the Company. The Buyer 
named in the corresponding Commitment shall have executed a 
deed of purchase and sale with the Ovner covering th: anart- 
ment and shall likewise have executed with the Company a 
mortgage upon the said apartment for the amount of the Commit~- 
ment. The Company shall have received the procecds of the 
mortgage, above mentioned. 


(e) It is agreed and understood that if Hf{C, by reason 
of any of its undertakings or appearance under this contract, 
should be made a coparty defendant in any action brougat i 
against the Borrower hereunder predicated on a defect ofcons= 
truction (defecto de construcci6n), or for any other cause, | 
and HIC should have to appear in any such action, then the | 

’ Borrower undertakes that it will reimburse HIC for any of its 
reasonable expenses, fees and costs in defending said action. 


9. Repayment of Construction Loan: All proceeds from 
the sales of the apartments will be received by the Company so 


that the Company's outstanding; are completely liquidated when 
80% of the expected sales revenue has been realized. ' 


Owner agrees to set final apartment pricing and to : 
commence active marketing not later than four months after this 
execution, The Company has the right to review and to modify 
and/or approve Owner's pricing and marketing program. 


10. “Improvements” in addition to the improvements : 
referred to.in paragraph 3 Part D of this Agreement. Borrower 
and/or Inmobiliaria Melia S. A. will furnish all equipment for 
apartments and hotel facilities ready for occupancy. jb 


oe PART E = SECURITIES FOR LOANS 


1. The Owner-Builder hereby pledges and hypothecates the 
following: 


(a) The Mortgage Notes and Mortgage for TEN 
MILLIONS DOLLARS of the Bearer to secure 
the punctual payment of all obligations 
hereunder as well as the punctual per- 
formance of all conditions, covenants 
and undertakings of the Owner, under this: 
Agreement. 


ren aoe eq eee” De  qemet iow: 


sew ow eee serge 


(b) Any and all other securities at any time 
- deposited with HIC by the Borrower or 
otherwise held by HIC pursuant to the °- . 
terms of this Agreement or othcrwise to 
wit the Mortgage Notes and Mortgage in 
favor of bearer for SEVEN MILLION 
* DOLLARS and ONE MILLION TWO HUNDRED FIFTY 

THOUSAND DOLLARS, 
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(c) 


(a) 


(a) 


(b) 


() 


Any and all moneys or property now or 
hereafter in the hands of HIC belong- 
ing to the Borrower. 


The guarantee of Inmobiliaria Melid, S. 
A., Basic Equitics and Development 
Corp., Francisco Melid and Pedro 
Fullana, referred to in item (b), 
paragraph 7 of Part D of this Agreement. 


2. The Borrower docs hereby: 


Grant to #I¢ the right, pover and autho- 
rity for and in the name, place and 

stead of the Borrower, to exccute cacorse= 
ments, assignments and other instruments 
of conveyance or transfer with respect to 
any and all securities pledged to HIC 
hereunder or otherwise held by HIC as 
security hereunder, provided, however, 
that such right, power and authority shall 
not be exercised by HIC’ while Borrower is | 
not in default under this Agreement except 
incident to a pledge by HIC of one or more 
of the Notes, its rights under this Agree- 
ment or the securities pledged hereunder 
or ctherwise held by HIC as security here- 
uncie?. 


Agree and consent that HIC sh 1 have the 
right to repledge the Mortgage Notes and 
any other securities pledged to HIC here~ 
‘under or otherwise held by HIC as security. 
hereunder. 


Covenant and agree that it will not, 
except with the prior written consent of 
HIC, pledge, mortgage or create any lien 
or charge in favor of anyone other than 
HIC, or sell, assign, transfer or grant 
any option with respect to, or otherwise 
dispose of or encumber the Mortgage Notes 
or other securities hereby pledged to HIC > 
or otherwise held by HIC as security 
hereunder. 


PART F — RiLEASE OF SECURITY 


1. HIC agrees that provided no default or event of 
, default exists under this Agreement and in the event of sale 


and conveyance by the Borrower of any completed apartment, 
HIC will upon request of Borrower release the apartment from 
the lien of the Mortgage upon payment to HIC, for application 


\ 


Ai penses. “y 


or any of 


(a) 


(b) 


(c) 


(a) 


{e) 


in reduction of the principal indebtedness evidenced hy the 
Motes, of a sum cqual to the sales proceeds of the apartnent. 
However, bIC shall not be required to give any release at any 
time when a default or event of agefault shall exist hercunder. 
All deeds of liberation shall be prepared in form and substance 
satisfactory to HIC and its counsel and the Borrower shall pay 
or cauge to be paid all expenses of the liberation and sale of 
the property and HIC shall not be required to bear any such ex- 


ip 


PART G - DEFAULTS AND REMEDIES 


1. The Borrower shall be in default hereunder in either 


the following events: 


Borrower shall fail to make payment of any prin- 
cipal or interest or other sums payable under 
this Agreement or any note, mortgage note or 
mortgage when such payment is ‘due, 


The Borrower shall fail to perform, observe 

and carry out or shall breach, neglect or fail to 
perform any of the agreements, obligations, 
undertakings, covenants and warranties of the 
Borrower under this Agreement, any Note, the 
Mortgage Notes or the Mortgages or any of the 
Obligations. 


Any warranty, representation, statment, certifi- 
cate, schedule or report made or submitted here- 
tofore or Fercafter to HIC by or on behalf of 
Borrower of the Guarantors shall be found to 
have been materially erroneous, false or untrue 
at the time of the making or submission thereof. 


Either or any of the Guarantors shall fail to 
comply with and perform all obligations, agree- 
ments, covenants and warranties contained in the 
Guarantee. : 


The Borrower shall, without the prior written 
consent of HIC, create or record or permit to be 
created or recorded any mortgage (other than the 
mortgages) or similar encumbrance, even though 
the lien thereof be inferior to the lien of the 


_ Mortgages, upon any: of the property at that time 


encumbered by the Mortgages. 


The Borcower or any of the Guarantors shall 

become insolvent or unable to pay its or his 

debts as they mature, or shall file a voluntary 
petition in bankruptcy or a voluntary pctition 
seeking reorganization, or to effect a plan or 
other arrangement with ereditors, or shall file 
an answer consenting to or take any other action 


© apemer ee + 


see Cer weg re Fe ete 


. 
a Se er 


~ om eo 


indicating acquiescence in an’involuntary 
petition, pursuant to any bankruptcy, reorga= 
nization or insolvency law or any jurisdic- 
tion, or shall be adjudged a bunkrupt or in- 
solvent by any court of competent jurisdiction, 
or shall make an assignment for the bencfit of 
ereditors or to an agent (authorized to 
liquidate any substantial amount of its assets) 
ox shall apply for or conscnt to the appoint- 
ment of any recciver or trustee for it for a 
substantial part of its or his property. 


EV 135 


| 
| 


An order shall be entered and shall not be dis- 
missed or stayed within 45 days from its cntry 
pursuant to or purporting to be pursuant to any 
bankruptcy, reorganization or insolvency law of 
any jurisdiction approving an involuntary pceti- 
tion seeking reorganization, of or to effect a 
plan or other arrangement with creditors of, the 
Borrower or anv of the Guarantors, or appointing 
any receiver or trustee for the Borrower or any 
of the Guarantors or for a substantial part of 
the property of the Borrower or any of the Gua- 
rantors. 


2. At any time when Borrower shall be in default HIC 
shall have the right to decline to make any loan or to perform 
or carry out any of its other agreements or undertakings under 
this Agreement. 


3. In the event Borrower shall fail to cure any defauit 
involving the payment of money and if such failure shall con- 
tinue for a period of 10 days after the payment become due or 
if any other de: ault of the Borrower shall continue for a- 
period of 30 days after written notice of the default shall 
have been given to the Borrower by HIC then and in either or 
any such event Hic shall have the right: to terminate all obli-~ 
gations on the part of HIC to make any further loans hereunder 
and to perform or carry out-any of its other agreements or 
undertakings under this Agreement and HIC shall have the right 
to demand immediate payment of all sums payable to HIC (whether 
or not same shall already be due and payable) under this Agree- 
ment, any and all Notes then outstanding and unpaid, the Mortg- 
age Notes, the Mort#:ges and any other securities held by HIC, 
and upon the civing of notice of such demand all such sums shal 
become immediately due and Pere without further notice or 
demand of any kind. . 


4. Upon any default of the Borrower HIC may enforce or 
protect its rights in any manner provided by law, in this 
Agreement or in the Notes, Mortgage Notes, Mortgages or other 
securities held by it, 

5. Borrower agrees and promises to pay costs, cxpenses 
and attorney's fees in the amount specified in the mortgage in 
connection with the collection of any sums payable to HIC by 
Borrower, or the enforcement of any of the obligations, in’ 
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is. 


connection with the enforcement of the obligations of the EV 136 
Guarantors under the Guarantce and in connection with the en- 
forcement of any security for obligations of Borrower hercunder 

and obligations of Guarantors under the Guarantee. 
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1. The Borrower shall deposit all down payments reccived 
from purchasers of apartment units in the Project with HIC and 
does hereby agree that HIC deposit said amounts in escrow with 
a Bank under the provisions of an escrow agreement which terms 


shall be satisfactory to the Bank and HIC. 
2. It is hereby further agrecd as follows: 


(a) HIC, through its employees, engineers 
or other agents as it may selcct, shall 
have the right at all times and from 
time to time to inspect ’the property 
encumbered by the Mortgage. Supervising 
engineer's fees and expenses will be 
paid by the Borrower. 


(b) Borrower agree: to pay and save HIC harm= i’ 
less against any liability for the pay- 
ment of: 


(1) All expenses and costs on account 
: of regictration and recording fees, 
notarial fees, revenue stamps and 
taxes and similar charges to be aS a. 
paid in connection with the cons- - 
truction loans and releases thcere- : 
An from (including the security docu- 
ments, relcases, subordinations 
and promissory notes), and the cost 
of title insurance coverage, survey 
and reasonable attorney's fees to : 
‘ be paid to José Manuel Caldcrén i 
Cerecedo in connection with the e 
transaction specified in this con- 
tract, to wit: Loan, Mortgage, 
releases of same and deeds of sale 
and mortgage of individual apart- 
ments, shall be paid for by the 
Borrowcr.: 


ry 


(2) All notarial fees, fees for proto- 
colization of instruments, filing 
and recording charges in connection 
with transactions contemplated by 
this Agreement (including transac 
tions involving the filing, record- 
ing, cancellation, acknowledgement . i 
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of satisfaction, libdration, gv 137 
release, subordination or dis- | 
charge of mortgage or any othcr | 
instruments) and all stamp and | 
other taxes, including any | 
| 

' 

\ 

| 

' 


interest and penaltics thereon 
e which may be payable in connec~ 
tion with any of such transac- 
tions and all expenses (includ- 
ing cost of title insurance) of 
performance and compliance by 
the Borrower with the terms hercof, 


All out of pocket expenses and dis-~ 
bursements of HIC arising in conncc= 
tion with this transaction, includ- 

ing fees and expenses of counsel for 
HIC, 


To the end that the agreements of the Borrower 
contained herein shall be effectively and 
fully performed and the intent and purpose of 
this Agreement fulfilled, Borrower agrees to 
} execute all such other and further instruments 
one and take action as may reasonably be required i 
by HIC from time to time in order to carry out 
che provisions of this agreement or for the 
purpose of protecting, maintaining or enforc- 
ing the interest of HIC in the security pledged 
hereunder. 


No course of dealing or delay or omission on 
the part of HIC in exercising any of its rights 
or remedies under this Agreement shall impair 
or be prejudicial to the rights of HIC here- 
under and the enforcement hereof. HIC may 
extend or postpone the time of payment and 

a . performance of any of the Obligations, release, 
partially or wholly, any security held by its 
pursuant hereto and release, wholly or partial- 
ly, any person or party primarily or second- 
arily liable with respect to the Obligations, 
all without notice to or consent by the Borrow- 
er and without thereby releasing or diminishing 
its rights and remedies against the Borrower or 
security not specifically released. 


ah ee See oS wey 


(e) If Borrower defaults in any of its Obligations, 
then HIC shall have the right, but not any 
obligation, to perform, cure, or rectify same 
and Borrower agrees and promises to pay all 
expenditures made and costs or expenses in- 
curred by HIC, including reasonable attorney's 
fees, in performing, curing or rectifying such 
defaults, which expenditures, costs and cxpen~ 
ses shail be repayable by Borrower immediately 

* wpon demand by HIC. 
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It is agreed and understood that if HNIC, by 
reason of any of its undertakings or apnecarance 
under titis contract should be made a defendant 
or co-defendant in any action brought aqauinst 
the Porrower and HIC should have to appsar in or 
- @efending any such action, then Borrower under- 
takes that he will reimburse HIC for any of its 
reasonable expenses, attorneys’ fees and costs 
in defending said action, and will hold Iilic free 
and harmless from and of any judgment in said 
action and against any and all liabilities in 
connection therewith. { 
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(g) All representations, warranties, covenants, ; 
agreements and other Obligations of the Dorrower | 
herein shall survive the making of any and all 
loans hereunder and the execution and delivery 
of the Notes and all Obligations shall also 
survive the payment of the Notes. 


(h) All notices, demands, statements or requests 
contemplated hereby or given in connection here-= 
with shall be duly given if in writing and when 
mailed by United States registered or certified 
mail (and by air mail unless mailed in Puerto 
Rico to an address in Puerto Rico) to the party 
to which it is directed, addressed as follows: 


(1) I£ to Borrower, Ponce de Leén Avenue #1610 
Santurce, Puerto Rico 00909 


(2) If to HIC, at G, P. 0. Box 4266, San oe 
; Juan, Puerto Rico 00936 or at such 
‘ other address as HIC shall last have 
furnished to Borrower by notice duty 
given hereunder. 
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(i) This Agreement shall be binding upon and inure to_ 
the benefit of HIC and the Borrower and their 
respective legal representatives, successors and 
assigns. 
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(j) This Agreement is being exccuted in several a ie 

counterparts, cach of which shall be considered ; 3 
’ an original, This Agreement shall be deemed a oF, 
contract under and shall be governed by and na 
construed in accordance with: tne laws of the 
Commownealth of Puerto Rico. : “4 


=o. 


This Agreement and the Guaranty referred to 

herewith supersedes all other previous agrcee= 
ments or guarantees executed by the partics | 
referred to in the before-mentioned agreement 
and guaranty relative to this loan. | 


a 


IN WITNESS WHEREOF, the parties have exccuted this Agree= 
ment by their respective duly authorized officers under their 
respeghvnar.geals, all on the day and year first above written, | 

Lf ~R : | 


ma . 


fp ei, INMOBILIARIA MELIA DE PUERTO RICO, INC.! 
et ‘ So j 
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HOUSING /]f CORPORATION 
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Ay : 
Ai Affidavit No._10,130 


Sworn and subscribed to before me by Pe@ro Fullana, of 
: legal age, marricd, property owner and resident of San Juan, 
Puerto Rico, in his capacity of Executive Vice-President of 
Inmobiliaria Melia de Fuerto Rico, Inc., and Francisco Romén 
and Manuel Jiménez, both of legal age, married, property 
owners and residents of Rfo Piedras, Puerto Rico, in their 
respective capacities of Vice-President and Assistant Svecre= 
tary of Housing Investment Corporation, to me personally 
known at San Juan, Puerto Rico, this 3lst. day of Octobez, 
1972. 
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EXHIBIT "A" 


Land $ 2,000,000 
Architect (final payment) 100,000 


Loan Fee 742,006 


¢ 


Other items to be mutually agreed, 
to be supplied later totalling a 
sum not in excess of 15,000, 000 


$17, 812, 060 
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PROMISSORY NOTE 


perein <ae see 


| 

| 

| 

$ ‘ San Juan, Puerto Rico | 
, 9. 


J 


| 
FOR VALUE RECEIVED, | 


a Pucrto Rico Corporation, promises to pay to the order of 
HOUSING INVESTMENT CORPORATION, a corporation, on demand, ‘ 
the principal sum of 
‘ 
iy 


and to pay interest on the balance of such principal sum 
! remaining unpaid from time to time from the date hereof until 
~ maturity at the rate of per cent 
( %) per annum (computed on the basis of a year of 360 
days), said interest being payable, without demand, monthly on 
the first day of each and every month following the date of 
this note until maturity, to pay interest accrued to the date 
of maturity on that date and to pay interest on unpaid princi- 
pal after maturity at the rate of per cent 
( %) per annum, payable monthly as aforesaid, or, at the 
option of the holder hereof, on demand. Upon the date of full 
payment or prepayment of principal all interest accrued through 
| that date shall be paid on that date. Both principal and 
interest shall be payable in lawful money of the United States 


of America at 


or at such other place as may be designated by notice given to 
the maker by the holder hereof. 


Presentment, protest, notice of dishonor and not?.:2 of 
protest are hereby waived by all parties now or hereafter 
liable hereon, whether as maker, endorser, guarantor or other= 
wise, 


This note is one of a scries of notes iss‘ied pursuant to 
and entitled to the bencfits and securities provided for by a 
Loan and Pledge Agreenent betwecn the maker and the payce 
dated as of 19 . hie note is 
subject to prepayment and atceleration 3s provided in said 
Loan and Pledgz Agreement. 


The maker also promises and agrces to pay the costs, 
axpenses and attorney's fecs in the amount specificd in the 
Mortgage Note pledged as security for this note in connection 
with the collection of this note or the enforcement of any 
obligation set forth herein or of any security therefor. 
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Any notice or demand required or desired to be given in 
connection with this note or the indcbtcdness evidenced hereby 
shall be deemed duly given in the manner provided in said Loan 
and Pledge Agreement for the giving of notices thereunder. 


(Corporate Seal) 
‘a 


ce a en ee = 
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By: 
Title 


Affidavit Number: 


Sworn to and subscribed to before me by 


personally known to me, acting in his capacity as 
of 
this . day of 19 


NOTARY PUBLIC 


e . 
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SCHEDULE OF CONSTRUCTION LOAN DISBURSEMENTS | 
: | 
- | 
(To be supplied later by mutual accord) | 
| : | 
| { wath 
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EXHIBIT “bD* 


LOAN APPLICATION 


(Pursuant to Loan and Pledge Agreement between 
* and HOUSING INVESTMENT 


f, CORPORATION dated as of 7 19 ) 


To: Housing Investment Corporation Application No. 


an and its successors and assigns 
Application Date 
~ 


(Borrower hereby requests 
loan advance pursuant to the Loan and Pledge Agreement referred 
to above (the Agreement) as follows: 


Value of work completed and in place 
cumulative (itemized on engineer's 
certificate attached) . $ a me 


Less 


Retainages not now payable: $ 


Prior disbursements 


Total Deductions 


Total amount now requested 
as advanced for land improvements 


Borrower hereby certifies as follows: 


1. As of the date of this application and as of the date 
on which the requested loan will be disbursed no event of 
default exists under the Agreement, the Mortgage Note aor the 
Mortgage and all representations and warranties of the Borrower | 
set forth in the Agreement and all representetions and warrant 
ics of the Guarantors as set forth in the Guarantee remain true! 
and correct with the came effect es though such FeyVresenctat tons | 
and waryanties had been made on such dates except insncar as 
such representations and warranties are affected by *rensac- 
tions contemplated by the Agreement. The loan hereby requested | 
does not cacced in amount the loan to which the Borrower is now | 
entitled under the provisions of said Loan and “lecge Agreement 
and covers amounts which at the date of this application have 
been expended and/or are justly due and owing by <}:e Borrower 
on account of the Cost of Construction of the Project and no 
part of the expenditures or obligations to be paid or provided 
for by the loan advance hereby requested has been included in 
the amount of any other loan made to the Borrower under the 
Agreement. ie 

2. The proceeds of all loans made to the Borrower under 
this Agreement have been applied to the payment or repayment 
of the Cost of Construction of the Project and for no other 
purposes and the proceeds of the loan for which application is 
hereby made will be so applied. The expenditures or obliga- 
tions in respect of which the proceeds ef the loan requested 
by this application are proper parts of the Cost of Construc- 
tion. 


3. The contents of this application and of all certifi- 
cates and schedules submitted herewith or otherwise in connec=- 
tion with the requested loan are true and correct. 


“rt Stem wre ge. ce 


All terms used in this application which are defined in 
thé Agreement are used herein as defined: in such Agreement. 


oo 


. 
s 


By: 
Title 


Note: All loan applications and all certificates, schedules 
or other documents required to be submitted to HIC under the 
terms of the Agreement are to be submitted in triplicate. 
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EXHIBIT "D" 


Housing Investment Corporation 
470 Ponce de Le6n Avenue 
Hato Rey, Puerto Rico EV 146 


Gentlemen: 


4 
ln order to induce you, from time to time, at your option, to make loans or advances 
to, or at the request ofInnobiliaria Melita dc Puerto Rico, I fer corporation 
organized under the laws of the Cemaanvsalth of worte Pico, wita principal 


offices in San Juan Seineta Wlaeenenuine , hereinafter called the “borrower"), 
or to discount notes, bills of exchange, acceptances, checks or any ¢ instruments of 


evidence of indebtedness (all of which are hereinafter designated "instruments") on which 

the borrower is or may be liable as maker, endorser, acceptor or otherwise, and to make 
loans or advances on the basis of any such instrument as security, or to extend credit in any 
other manner to the borrower, with or without security, the undersigned and each of them 
hereby guarantee jointly and severally witn the borrower, prompt payment ct maturity to you, 
your successors or assigns, of each and every such loan, advance, credit and other obligetion 
hereinabove referred to and also of any other debt, of any nature, which the borrower may 
now or hereafter owe you, including each and all the instruments above mentioned (whether 
issued before or after this datg) in which you now have or may ii the future nave or acquire 
any interest, whether beneficial or security or otnerwise, toget ic: with any and all expenses 
in which you may incur in the collection of all or part of any such debt, or to make effective 
any right herein created, provided however that the several liability of each of the parties 
subscribing this guarantee shall at no time exceed the sum of $17,922,000.00 — in lawful 
currency of the United States, whatever may be the medium in which the obligation hereby 
guaranteed may be payable, plus interest which may accrue, whether before or after 
maturity, on the said obligation, plus costs, expenses and attorneys fees incurred by you. 
And all of the undersigned hereby waive notice of acceptance of this guarantee, as well as 
presentment, demand, protest and notices of nonacceptance or nonpayment of each and 
every such instrument hereinabove referred to, and they likewise waive demand, and notice 
of non-payment on each and every such loan, advance, credit or other obligations above 
referred to, and further waive any right to demand that judicial action be taken against any 
person who muy be a party to said instruments, or who may be liable *hereon, and further 
waive any notice or demand to the undersigned under this document, as also the right to 
plead the statute of limitation on said obligations. 


=< 


And the undersigned hereby consent and agree that you may at any time or from 
time to time at your discretion: 


1.- Extend or change the maturity, or the manner, place or condition of payment 
of any and all of suid instruments, loans, advances, credits and other obligations or of any 
part or parts thereof, or of any renewal or renewals thereof; : 

2.- Substitute, rciease or de!iver all or part of the collateral security of any part 
or parts thereof (regardless of who supplied it) which you may have, or may acquire in the 
future, in connection with this guarantee, or with any or all of the instruments, loans, 
advances, credits and other obligations iiereinabove referred to; 


, 3.- Sell or purchase all or any part of the said collateral security at private, public 
& or notarial sale, or at uny broker's board, and after deducting the costs, attorneys fees and 
expenses of any sort incurred in the collection sale and delivery of such collateral, the 
products of the said sale or sales may be applied by you to any obligation or obligations 

of the borrower, the payment of which is guaranteed by the undersigned, or of any other 
debt or liabiiity of the several undersigned to you; 


4.- To effect settlements of arrangements with the borrower or with any other 
person or persons liable thereon, with respect to any or all such instruments, loans, 
advances, credits or other obligations, the payment whereof the undersigned guarantee by 
this document, or to subordinate payment of the same or of any part thercof to the payment 
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of any other debt or claim which may at any time be due to you or to any other person; all in 
the form and according to the terms that you may deem convenient, without further notice of 
consent of any of the undersigned, all of whom hereby aerce to be and to continue liable 
under this guarantee, independently of the existence, value or status of any collateral, and 
notwithstanding any substitution, alteration, settlement, agreement, delivery, release, sale 
application, renewal or extension, and notwithstanding that all of the obligations of the 
borrower to you which ‘may be outstanding and unpaid at any time may exceed the limit fixed 
in this guarantee. 


. And you are hereby authorized at your option to apply to any debt or liability of the 
undersigned to you now oF hereafter existing any moneys OF other property, or the proceeds 
thereof which may now or in tne future be deposited with you, oF lefi with you by any of the 

undersigned or for their account, or to be credited to any of the undersigned, or in which 
any of the undersigned may have any interest. All items and assets shall be considered as 
left with you as soon as they shall have been placed in transit to you by mail or by messenger - 


.. No delay on your part, oF that of your successors OF assignees, in exercising oF 
requiring compliance with any right or obligation under this document, or in taking any 
action to collect or exercise any right to the ci bts or obligations hereby; guaranteed, shall 
be construed 0: a waiver of any such rights, liens or obligations, nor shall it prejudice your 
rights under this document; insofar as the unde: *.gned are concerned» 


In case of the insolvency or bankruptcy of the borrower or of any of the undersigned 
or in case that a petition in bankruptcy, or for the appointment of the receiver be filed in 
any court by the borrower, or against it, oF by any of the undersigned or against them, or 
the attachment of any assets of any of them be decreed, then all instruments, loans, advances, 
credits and ether obligations above referred to shall be considered, for the purposes of this 
guarantee, immediately due and payable, and the liability of each of the undersigned shall 


be demandable, all withouf demand or notice. 


| : This is a continuing guarantee given in order to induce you to enter into, and make 
loans under a certain Pledge Aarcemont 25222 bearing even 
date herewith between you and Inmobiliaria Melfa de Puerto Rico, + *5t-the 
financing of the construction of a housing project in Carolinas=--====——_! Puerto 
Rico, and this guarantee will not be revoked by the undersigned until such time as the 
above-mentioned a eonetheernnseenanemeonmenas,! (as the same 
~may be amended from fime to time, which amendments may be made without the consent of 
or notice to the undersigned) and all terms thereof shall have been fully complied with by 
all parties and the housing project contemplated thereby shall have been fully completed. 
No act or omission on your part, of whatever nature, shall affect or prejudice this guarantee 
under any circumstance, nor will the same be affected by reason of any change that may 
arise by reason of the death of any partner or partners of the undersigned, of the borrower, 
or by the advent of one or more new partners provided that until all of the obligations of 
she borrower to you shall have been paid (notwithstanding that said unpaid obligations may 
at any time exceed the limit of this guarantee) the undersigned agree that none of them, 
Lae directly or through their respective agents, executors, administrators, successors in ‘interest 
or assignees, shall exercise against the borrower the rights allowed them by Section 1742 of 
the Civil Code of Puerio Rico, 1930 edition, nor shall they exercise against you or the 
debtors, in any manner, any right of subrogation which the undersigned or any of them may 
have, nor will they diminish or impair in any manner you rights against the debter, as long 
as you shall not have been fully paid for the debts and obligations guaranteed by this 
a document. 


You may assign this Instrument or any of its rights and powers hereunder, with all 
or ony of the obligations hereby guaranteed, and may assign and/or deliver to any such 


Beal yiee GAy GF the smeurity in your hands under the terms hereof, and in the event of such 
rights and puwers and of such security (If any such security be so assigned or delivered) 


shall have the same rights and remedies as if originally named herein in your place. This 
agreement shall inure to the benefit of and be enforceable by you end your successors and 
assigns and shell be binding upon each of the undersigned and the heirs, legal repre- 
santatives, successors and assigns of each of the undersignad. Without limiting the gener= . 
ality of the foregoing, the undersigned specifically consent to the assignment by you of any 
and all your rights gad in’ar~s? under this instrument and any and all of your rights and 
interest in and to any securs.vs held by it under the terms hereof to any financial institue 
tion groviding financing to you in connection with the transactions contemplated herein. 


If thie guarantee is signed by move than one person, it will be ii taint and several 
obligations of each and every one of said persons, cs among themselves and with the 
borrower, and it will not be considered revoked or impaired as to any of them by the decth 
of any or of all said pens, or by the revocation or reiease of any obligation to which 
this document may refer, | or ogainst any or all of said: ne:-ons. 


Anything herein to the contrary notwithstanding, guerontor shall not be liable In 
any event under this Guaranty for the payment of intezest on the outstanding principal 
Gmount et a rate of interest higher thon the permitted maximum interest rote chargeable 
under the laws of the Commonwealth of Puert Rico. 


Executed ct San Juan, Puerto Rico i,j, 3lst day of oatoPet, 72. 


AFFIDAVITNO, 10,134 
bila 


ue rg and subscribed to befora me by José M. Alvarez de Choudens, 
legal age, married, property owner and resident of San Juan, P.R., 


in his capacity of Vice-President of Basic Equitien a 


Corp., and Pedro nd Development 


ana, of legal age, married, property owner and 


a? a) 1972. 
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ee tO me personally kmown at San Juen, P.R., 
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Established 1879 Members New York Stock Exchange, Inc. and other Principal Exchanges 


140 Broadway, New York, N.Y. 10005 = (212) 437-2121 S // : 
4 is 7 ny 
é / 
by ( {/) a 
May 12, 1972 “ft 
Cen 
Mr. Pedro Fullara —~——__CEGET SAD 
Fidelity Bond & Mortgage Co. of BechHy 13 OQ 
Puerto Rico, Inc. : Lf 
1610 Ponce de Leon Avenue reB 28 ae 
Santurce, Puerto Rico : 
{ * SAPs Be oe 
Dear Pedro: C. i. mAlTZ, €. S. a: 


Since I am not certain of my schedule next week, I 
am sending a corrected memorandum to you, which now incorporates 
the various conditions and changes that we discussed yesterday 
in San Juan. 


I am most concerned that after having. put tremendous 
pressure on FMI to process this application in preference to 
Many others that they had before us, we are now delaying a 
second week in a row in completing their formal application and 
processing. 


As an old hand in the mortgage business, you can 
appreciate, Pedro, that the lenders start getting an uneasy 
feeling that their offer is being shopped when such unaccountable 
delays occur. This, as you know, starts to cool them towards 
the project under consideration, and they begin to look elsewhere 
to put out the $19.0 million that they have mentally reserved 
for our project. 


I don't really understand Mr. Cohen's reason for 
not giving us an answer, either yes or no, since there is no 
fc-rther room for negotiatine with the Trust, and I am sure that 
you wexe able to give him a complete explanation of the many 
advantag2s and pluses that are inherent in the FMI offer. We 
simply cannot close our eyes to the fact that in buying or 
financing real estate we must look at what we ere getting in 
conjunction with what we are being asked to pay. 


In this instance we are getting top dollar, and 
possibly even $1.0 million more than originally applied for. 
We are getting the flexibility of moving immediately into 
construction without any holdback--achievement provision, or pre~ 
sales requirements. We both know that there is no better way to 
sell a condominium project than be able to show the prospective 
purchaser that construction is proceeding on the site. 


We have the further advantage here of your ability 
to float downward with prime rate in the event interest rates 
should drep over the next three years--and finally you have 
the advantege of having the Lender's Fees incorporated in the 
construction loan, and not having to be paid out-of-pocket. 


Please believe me when I tell you that this has 
been an exceedlingly difficult loan to make, one that has been 
around for well over a year and is quite well known to the 
majority of lenders who are capable of making a loan of this 
size, and who are qualified or interested in Puerto Rico. We 
have exhausted the list of logical lenders, and although I can 
get you many commitments with seemingly more favorable terms 
and conditions, they would have to be for $2.0 million less in 
amount, with pre-sales provisions ranging from 25 to 40%, plus 
the personal guarantees of the Cohen's and of International 
Stretch, etc. This would be easy, but I am certain that it would 
not fit your needs. 


. iI, therefore, urge you to impress upon your partners 
the fact that we have a major trust with the capability of 
handling a loan of this size by itself, with a deep interest 
in Puerto Rican lending, and with much of the preliminary work 

vs already accomplished and favorably considered. Before they lose 
interest and possibly recall their offer, I would suggest that 
we all get together and come to a definite conclusion. 


As always, I look forward to the opportunity of 
being of service to you and your partners. 


Best personal regards, 
\Sincerely, 


4} : 
Piao ee Nr 
oe ql vacteal [ i) ld hy .. 


Leonard Wilkes 


Jack H. Berger 


PAINE 
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INCORPORATED 


Established 1879 Members New York Stock Exchange, Inc. and other Principal Exchanges 
140 Broadway, New York, N.Y. 10005 (212) 437-2121 


May 12, 1972 


Mr. Pedro Fullana 

Fidelity Bond & Mortgage Co. of 
Puerto Rico, Inc. 

1610 Ponce de Leon Avenue 

Santurce, Puerto Rico. 


Re: Melia Apartotel Hotel 


Isla Verde, Puerto 


Dear Pedro: 


I am happy to advise that we have received preliminary 
approval for the Standby and Construction Loan financing of the 
proposed Melia Apartotel Hotel to be built in the metropolitan 
San Juan area of Puerto Rico. 


First Mortgage Investors Trust will take an application 
to present the following proposal to their committee for Trustee 


approval: 

a) Loan Amount: $19.0 million, but no less than $18.0 
million, from which funding the existing 
land loans will be prepaid or assumed 

b) Interest Rate: 4 1/2% over prime, floating upward or 
downward 

c) Term of Loan: 60 months, including a construction period 
of 24 months, plus two 6 months extension. 
options if necessary, at a standby fee of 
1/2% per extension 

G@) Amortizatior: 1% per annum, only if the loan is kept on 
beyond the maximum construction period of 
36 .wonths 

: e) Lenders Fees: Will amount to a total of 4%, including 


the standby fees, drawing fees, origination 
fees, legal fees, etc., including any loan 
servicing fees or charges 
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It is understood that because of the Puerto Rico tax 
situation this loan will be originated and serviced for First 
Mortgage Investors by the Berens Mortgage Bankers, Inc. of San Juan, 
and that all the loan fees described above will be collected by 
Berens on behalf of the participants in this loan. 


I call your attention to the fact that the Trust will 
be making a top loan at $18.0 to $19.0 million and that there is 
no hold-back provision, so that the full amount of the commitment 
will be funded without any pre-sales or pre-rental conditions. 
Please note also that the interest rate quoted will float in either 
direction, without a pegged minimum, which’ will give you the advan- 
tage of any lowering of construction rates over the term of the 
commitment. 


Finally, I call your attention to the fact that all fees 
quoted above will be payable from the proceeds of the construction 
advances, so that you will not be required to come up with these 
fees as front money out of pocket. 


If these initial terms and conditions are acceptable to 
you and your partners, would you please acknowledge this fact in 
the space provided below and return to my attention as soon as 
possible so that we can schedule a meeting with the Trust shortly 
thereafter. This will serve to amend our authorization dated 
March 24, 1972 to the terms and conditions described above, and 
will further serve to extend that authorization for the time 
required to process formally through the FMI Trustee Committee 
approval, but no later than 30 days from the receipt of your 
acknowledgement. 


Now that the time consuming presentation work and 
negotiation has been concluded, I look forward to a fast approval 
anc closing so that you can start construction without further delay. 


, Sincerely, 
CiMAfi ge 

I Deonard Wiles’ 

Acknowledged and Accepted: 


INMOBILIARIA MELIA DE PUERTO RICO INC. 


Mr. Jack H. Berger 
Melia Real Estate Development 


fer mui ~ 


Terran resp: * 
PAINE ses eae 


A ESS) Lk typ, 
WEBBER 2 
JACKSON FED <> 19 { w13 
& CURTIS 
INCORPORATED . & MSL at + R 
Established 1879 Members New York Stock Exchange, inc. and other Principal Exchanges 
140 Broadway, New York, N.Y. 10005 (212) 437-2121 


May 22, 1972 


Mr. Martin Cohen 

c/o International Stretch Products, Inc. 
1133 Avenue of the Americas 

New York, New York 


Re: Melia Apartotel 
Isla Verde, Puerto Rico 


Dear Marty: 


In the interest of saving time and possibly preserving the 
quotation we already have from First Mortgage Investors, we 

are prepared to continue processing our application through 

for Trustee approval on the basis of eliminating Basic Equities 
from the guarantors. 


As you know, First Mortgage Investors Trust has offered to take 
the following proposal to their committee for Trustee approval: 


a) Loan Amount: $19.0 million, but no less than 
$18.0 million, from which funding 
the existing land loans will be 
prepaid or assumed 


b) Interest Rate: 4 1/2% over prime, floating upward 
or downward 


c) Term of Loan: 60 months, including a construction 
period of 24 months, plus two 6 months 
extension options if necessary, at a 
Standby fee of 1/2% per extension 


ad) Amortization: 1% per annum, only if the loan is kept 
on beyond the maximum construction 
period of 36 months 


e) Lenders Fees: Will amount to a total of 4%, in- 
cluding the standby fees , (drawing 
fees, origination fees, legal fees, 
etc. }) including any loan servicing 
fees or charges 


£) Guarantors: The loan will be guaranteed by Jose 
Melia, Sr., and Mr. Pedro Fullana, 
with Basic Equities-Marles Equities 
released from any such guarantee. 


It is understood that because of the Puerto Rico tax situation this 
loan will be originated and serviced for First Mortgage Investors by 
the Berens Mortgage Bankers, Inc. of San Juan, and that all the loan 
fees described above will be collected by Berens on behalf of the 
participants in this loan. 


If these initial terms and conditions are acceptable to you and your 
partners, would you please acknowledge this fact in the space provided 
below and return to my attention as soon as possible so that we can 
schedule a meeting with the Trust shortly thereafter. This will serve 
to amend our authorization dated March 24, 1972 to the terms and con- 
ditions described above, and will further serve to extend that author- 
ization for the time required to process formally through the FMI 
Trustee Committee approval, but no later than 30 days from the receipt 
of your acknowledgement. 


Now that the time consuming presentation work and negotiation has been 
concluded, I look forward to a fast approval and closing so that you 
can start construction without further delay. 


Sincerely 


Lf Nv uf : Ii / ul 


Léonard Wilkés 


ACKNOMLEDGED & ACCEPTED 


“ee | 
CfAMC ter JYMOBIIRIA MEUA DE PurxTo Rice, We: 


BY: 


DATE: 


Jack H. Berger 
Pedro Fullana 
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COMMODITY EXCHANGES New York, N.Y. 10005 CABLE-PFAINWER, N.Y. 
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June 7, 1972 


Inmobiliaria Melia de Puerto Rico, Inc, 
GPO Box 1805 
San Juan, Puerto Rico 00936 : 


Re: Melia Apartotel 
Isla Verde, Puerto Rico 


Gentlemen: 


Enclosed herewith please find three checks totaling 
$50,000 representing the Good Faith Deposits originally 
issued to Paine, Webber, Jackson & Curtis under author- 
ization dated March 24, 1972. 


In exchange, you are to issue a check in the amount of 
$50,000 to the Lender, representing their required Good Faith 
Deposit with their formal application, 


This in no way changes any other o 
tions of the Paine, Webber, 
March 24, as amended and ext 


Would you please indicate your acknowledgement and authoriza- 
tion in the space provided below, 


Sincerely 


g 

“a aff ; f 
bosh ike i? 
‘Léonard “Wilkes; irector 

National Mortgage Department 
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This check is not negotiable after 180 days from date issued 
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DATE : AMOUNT 
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Mr. Leonard Wilkes, Director | 
(National Mortgage Dept.) 7 so e's te 
Paine Webber Jackson & Curtis, Inc. i 2 


140 Broadway 
New York, N. Y. 10005 


June 7, 1972 


Dear Leonard: 


I am in receipt of your letter dated June 7th and have taken care- 
ful note of the coitents, 


Rest assured that neither Mr. Fullana nor the undersigned has at 


any time accused nor even thought of any possible misrepresentation 


or deviousness on your or your firm's part. We think too highly of 
both. 


I sincerely hope that the FMI deal goes through and that it will 
prove to be the forerunner of additional business together. 


With kind personal regards, 


Sincerely, 


dea 


fe H. Berger 
v 


s, 


JHB/de 
cc: Pedro Fullana 
Martin Cohen 


EV 157 


June 7, 1972 


tir. Jack Berger, 
Executive V.P. ~ Finance 
The Melia Group 

30 E. 42nd Street 

15th Floor 

New York, New York 


Dear Jack: 


The last thing in the world that I, or my department, or my 
firm wish to be accused of, or even subliminally thought of, is 
misrepresentation or deviousness in any forn. 


AS a consequence, we take great pains to go over each and 
every item of our application with our clients, particularly the 
items concerning fees and deposits, since these are the ones that 
hurt the most. 


I am sure that you recall my meeting with both you and Pedro 
in your office the day | you signed our Applicatiom for Commitment 
(March_24,-1972).at which time we went over the application item 
by item after having acceded to a number of changes requested by 
you and Pedro. 

eee 


Please note in Item 8(d) on Page 2, a provisiou whereby the 
borrower agrees to execute the lender formal application and to 
put up any necessary good faith deposits required by the lending 
institution. This of course is the point that we are now at, and 
which apparently is causing some confusion, although you had clearly 
agreed to it at the time. 


In Item 9 of our application we spell out the terms of our fee 
arrangement and the Good Faith Deposit to Paine, Welber, Jackson & 
Curtis. This is clearly indicated as a refundable deposit to Paine, 
Webber, later to be applied to our earned commission on approval of 
the commitment. Nowhere in either section is there any language or 
indication that the two deposits are related or interchangeable, or 
that our Paine, Webber deposit was to be applied to the lender's 
deposit. 


wo Die 


Please note also that wherever we discussed "Good Faith 
Deposits" we did so in bold capital letters so tat there be 
no missing these important provisions. The fact that Pedro 
has never paid a Good Faith Deposit to a broker inmpway really 
changes the facts, nor the intent of the application. I can assure 
you that the great majority of the major league mortgage banking 
and brokerage firms insist upon a Good Faith Deposit to themselves 
before taking on any case, and certainly before taki:g on a case 
of this magnitude and of this Cegree of difficulty. As a matter 
of fact Sonnenblick-Goldman would have required a 1% Good Faith 
Deposit, while I accepted only a fraction of that amount. 


Be that as it may however, my concern now is the approval of 
Our application by FHI and a quick closing and funding of the loan. 
Even before you advised me of Pedro's reacticn and I had already 
determined to use our deposit to satisfy FMI and requested our 
accounting department to draw the check for me yesterday. 


I regret the misunderstanding and sincerely hope that after 
you and Pedro have had an opportunity to review the facts as 
presented above, that you will understand ny position as well, 
and will appreciate the fact that my agreeing to act aeontrary 
to the signed authorization will cause me some embarrassment 
with my firm. 


In view of this however, it is most important that there be 
no further confusion regarding payment of our fee, which will be 
earned and payable at the time of final comhitment approval as 
spelled out in Item 9(b) of our authorizatoon. 


Sincerely 


Leonard Wilkes, Director 
National Mortgage Department 


LW/je 
Encl. 
ce: Pedro Fullana 
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June 26, 1972 


Inmobiliaria Melia de Puerto Rico, Inc. 
Pan American Building 
Hato Rey, Puerto Rico 


Re: Melia Apartotel 


Isla Verde, Puerto Rico 


Gentlemen: 


In accordance with your instructions, we are proceeding 
with the formal application to First Mortgage Investors through 


the Berens Mortgage Bankers, Inc. of San Juan, on the following 
basis: 


Loan Amount $19.0 Million 


Interest Rate 44% over prime floating 


ee 


Loan Term 


24 months plus two six-month 
extensions. 


Lenders Fees 


ee 


4.0% total, including standby 

fees, origination fees, drawing 
fees, and lenders attorney fees. 
Any extension in term described 
above will be at the cost of $% 
per each six-month extension. 


Loan Guarantees : The loan will be guaranteed by 
a lien on the subject property, 
by the stock of applicant corp- 
Oration, and by $1.5 million of 
e3 7 irrevocable U.S. bank letter of 
A [ credit, to run for ‘she same term 
; as the construction loan. 


Oo O 


~ 


In the interest of expediency, we have returned to the 
various makers, the $50,000 Good Faith Deposit originally 
tendered to Paine, Webber under the terms of our Application 
for Commitment dated March 24, 1972. This is to be exchanged 
for a check in the amount of $50,000 drawn to the order of 
Berens Mortgage Bankers, Inc., representing the refundable 
Good Faith Deposit required by First Mortgage Investors with 
their formal Application for Commitment. Would you please 
indicate your authorization for us to return this escrowed 
amount to the respective parties in the space provided below. 


This will further serve to revise your application for 
commitment dated March 24, 1972 and amended May 22, 1972 to 
the terms and conditions noted above, and extended for the 
time required for appropriate Trustee approval and delivery 
of the final commitment documents. In all other respects the 
terms and conditions of the authorizations dated March 24, 
1972 and amended May 22, 1972 remain in full force and effect, 
and we draw your particular attention to Item 9(b) which recites 
the fact that our brokerage fee is deemed to be earned and be- 
comes due and payable at the time of final approval of the loan 
commitment. 


Now that we appear to have cleared the major hurdle that 
has held up processing of this application for almost a month, 
we are hopeful of going forward without any further delay. 


Diy en rad WAS 


Nativunal Mortgage Department 


incerely 


LW/je 


AGREED & ACCEPTED 
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INMOBILIARIA MELIA DE PUERTO RICO, INC. 
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‘ AE ae Inmobiliaria Melia de Puerto Rico, Inc. 
nn ae Pan American Building ee 
= ; : Hato Rey, Puerto Rico 


July 5, 1972 


Mx. Clyde Frame, President 
Berens Mortgage Bankers 
GPO Box 3529 

San Juan, Puerto Rico 


00936 


Melia Avaertotel 
Isla Verde, Puerto kico 


Gentlemen: 


We enclose herewith our signed application for the standby end con- 
struction .loan financing of the proposed Melia Apartotel to be built in 
Isla Verde. 


_ We agree to all the terms and conditions described therein, but 
request a period of 120 days from the date of the approved commitment 
to come up with the necessary Letter of Credit or other guaranteés 

satisfactory to the lender. 


We agree that if we accept a commitment satisfactory in all other 
respects, but conditioned unon the aforementioned Letter of Credit or 
other satisfactory guarantees, that we will produce such instruments or 
guarantees within 120 days from the acceptance of the commitment, or 
forfeit our $50,000 Good Faith Deposit. 


if this :s agreeable, would you please resume processing our Applica~ 
tion towards final Trustee approval. 


Martin Cohen, Bras i tent 
Inmobiliaria ‘Melia de Puerto Rico, Inc. 


BS ‘ ewe «= 0 OR ewe ces 8 wR 1s BWHece © Nmwe sits ae 165 
‘Tet EMAC Regional View President, Me DUD Grey DASE 


offers the [ollowirg 


Oue Company, g 20.8 
Genenibed Conventions Morignge Luan to bits 
LOAN NUMBER ASSIGNED DY FM: ener 
| BORROWER: Name and Mailing Address of Borrower: Inmobiliaria Molis de PR Te nm 

Pan Anerican Puilding, Hat R Puerto Rico 

OUGANIZATION OF BORROWER: (Check One) % Cornorauon os 

“y Limited Partnership © Trust 6 Joint Veniure fe} Sole Owner é ‘ 

if applicable, their wives $1.5 Million 


SARA 
* Wank Je 


MORTGAGE IN 


State Puerto Rico 


4 REQUESTED LOAN AMOUNT: $ 19.0 il | The Loan to Value Ratio is 222% of the Appraised 
Improved Value of the property which is $ 23,800 900,00 : 

> 9 
& REQUESTED LOAN TERMS: Interest Ste 4/2 4%; Lean Term nee MontheACakaek Principal and Interest 


Payment Terms SS | : 
} & REQUESTED REPAYMENT TERMS: Lean Pre-payment prohibited [0F couse YORI; Prepayment Penalty after 


ns: El Permanent So Se 74 monshs 11/25 
s, Lecai Fees, etc. Seve : 


+ * = r jar 


ER LOAN, TERMS AND CONDITZO 
ing Fe ¢ tion F 


ESTIMATED DATE CONSTRUCTION WORK TO BEGIN: eens 


Estimated Completion Dete? eres : 
9. PERMANENT MORTGAGE FINANCING: A Permanent Mortgage Commitment hes been issued by cee 
ener 02 PUFA G , in the amount of 
* 5 CC ae the UNCONDITIONAL FLOOR AMOUNT OF COMMITMENT, subject only to completion 


of comutruction in accordance with plans and specifications; (I subject to the following PROC AGIONG: cece 


10. ZONING: [a the property presently zoned for its intended use? XO Yes CO Ne 


tL BRIEF DESCRIPTION OF PROPERTY: SOC BET 


aE 
12 OTHER PROPERTY INFORMATION: Property is presendy % Owned © Being Purchased. 
Purchase Price $ scene 3° Existing Loans on Property: $ Mortgage or Deed of Trust held by: — 


1% DOCLMENTS REQUIRED FOR COMMITMENT: The following documents are enciesed herewith. 


Brevkdown, r : 


G L Current SIGNED Fi ial Statements C 7. Exhibit ‘B* — FMI Construction: Development 
(not over six months old) on the following: Coats Breakdown. 

j . = a Borrower CO & Exhibit “C” — FMI Income Property Construction 

= & Esch Loan Guarantor Lean Analysis Workcheet. \ 

| = « Genersi Contractor (must include om ‘ : g 

su ) © 9% Cash Flow —* 

| CO 2 Narrative Description of Contractor's integrity. © 10. Property Location Map. 

| ability and experience with supporting documents. C lL Copy of Permanent Lender's Firm Commitment 

© % Siuned copy of Construction Contract : 12% Copy of Appraisal used by Permanent Investor 

i 5 4 Complete copy of Project's Plans, including or a qualified Appraisal. 

| niet aporeved and SIGNED by Owner and wee : 

i Peemaneat Lender. ( 18% Copy of Mortgngor’s Application cubmitted to 

= & Copy of the Proiect’s Construction Specifications, ==. Permanent Lender. 

| approved and SIGNED by Owner and Permanent © 14 If not included in Appraisal or Permanent Loan 

| Lendur. : Application, Narrative Description of p 

| 2 & Fxhibit “A” — FMI Supplemental Cost Items ani 


th LOAN APPLICATION DEPOSIT: A Cash Deposit of $30,000.00 __. representing of the Lonn Amount 
{ envigved herewith. Shou:d id this Loan Application be accented by FMI and FML issues a Commitment costaatauy congohesl 
iti i Borrower's Loan Application and the Borrower does not accept ine 


4 CERTIFICATION: We certify that the infarmation contained in this Loan Application ie true and correct. We furthee certify 
that the Corpeute Borrower is the buna fide Borrower appiving for thie Luan and that said Corpornuen has not been forme! 
ve avuiled of to evade of vircumvent the appiicable usury laws of any State or States concerned. [n the event this Loun Api. 
pester pe earn roarspsnaier an individual or company other than the wane p os Borrower or Guaruntors, then we furt.wer 

aa “6 P seccLhalaae! anol ; Mt ; 
Property except aa salina Niet nor any Stuc der, nor Lmpiuyee thereot any ownership of protit interest in sujet 
cre Ue LT cn 

“ NY:Perens Morty ank By: ea yde y Frame 


Avatewre TO Pox 3529 Tue: 


Tot rl ee PQ Rico M3 a 
ss President 


Lh 
Martin Cohen, 


<element ee ens aetna - cae hates -o himctn titan stn tiesto tenteeitite 


— Basic Eournus & DevetorMeNnt P. 
woe, ms ALL WEST 40TH] STREET NEW YORK, Net 10018 
ia) 


boy. We Ai 
ORDER OF pe wittile poe 


*F Pies mur Cf ak 
: Jee aOAG) 


oaw 2) 


DOLLARS 


TOTAL OF INVOICES 4 


eae aaa 
Less %e OISCOUNT ! ‘ 
Less 


TOTAL eoucrions | 110 230"00 30130 430 Owz235bh eu" 


AMOUNT OF CHECK ¢ 
trices cos ° 


ee ae Oe eee ee me mene _- Sx eet Ne - : et je oe OF eee “= 


Special deposit account i 
APARTOTEL MAN AGEMENT CORP. Cood faith deposit for Puerto Neng See | 
NEW YORK, N. Y. Rico project 


—= 


June 28, 72 12318 ID 


19 260 
AY TO THE 
P. ° B 


oOnver or BERENS MORTGAGE BANKERS, INC. u.s.$ 18,748.75 


Hoy Na es 75 
EIGHTEEN THOUSAND SEVEN HUNDRED FORTY EIGHT and U.S.DOLLARS 


“4 “o 
Nationel 5 Dont: x we ‘ APARTOTEL MANAGEMENT CORP. 
ofl North America 
INTERNATIONAL DEPARTMENT 
NEW YORK, NM. ¥o 


anne enema 


a ¢ mO2gBOwO gas 2cosqwos 25squ 


FECHA NCEPTO. | IMPORTE | PEDRO FULLANA 
| CONcEPTO is G.P.0, BOX 1805 SAN JUAN, P.R. 00936 


[good faith deposit re: 


rtor = 
Melia epartotel a oject i ae 19 72 
i ae 

orden de Berens Mortgage Boule ee $6,251.25 


| a : ery aes ae i 
“ i 
Mocs tod Vie) if de eal rt "th ee ee ths 12 : 
Dolares 


HE CHASE MANHATTAN BANK 
dational A iahon 
i. Co come, Puerto Rico 


sO2ebSeOeObis 703" 4005890" 


>» 


i) = PRomI3S30RY NOTE 


AMOUNT: $40,000.00 
MATURITY: June 30, 1974 


FOR VALUE RECEIVED, the undersigned promises to pay to Juan 
J. Otero, or to his order, on June 30, 1974, the principal sum 
of FORTY THOUSAND DOLLARS ($40,000.00). The principe! amount of 
this obligation shail bear no interest and shai! be payable et 
such place as the holder may from time to time designate in 


writing. 


The undersigned ob! igates itself to pay all the costs, dis- 
bursements and attorney’s fees which may be occasioned by the 
efforts to collect this obligation judicially or extra- judicially 
and even in case recourse to the courts by the holder of this not 
becomes necessary, in order to collect the whole ar any portion oF 
the principal sum of this note, the undersigned in ail above said 
cases agrees to pay 3 sum not in excess of ten per cent (105) of 
the principal amount of this note then owing. The undersigned 
expressly submits itself to the personal jurisdiction of the 
Courts of Justice of the Commonwealth of Puerto Rico, San Juan 


Part, for the collection of this obligation. 


The undersigned hereby waives presentation, protest or notices 
of dishanor and likewise such statutes of limitation or prescrip= 


tion as might Favor it. 


IN TESTIMONY OF WHICH the undersigned suscribes the present 


document at San Juan, Puerto Rico, this 31st day of October 1972. 


INMOBILIARIA MELIA DE PUERTO RICO, INC. 


ee cane ene necnnenreweri 
PEDRO FULLANA 
Executive Vice President 


2 


AFFIDAVIT NUMSER 


Acknowledged and suscribed before me by Pedro Fullana, of 
legal age, married, property owner and resident of San Juan, 
Puerto Rico, as Executive Vice President of the above-mentioned 
corporation, who | personally know, and who | know occupies said 
position in the said corporation, in San Juan, Puerte Rico, this 


Slist day of October 1972. 


Ss SAAR PREEREEE T PER RSTELASEL SESSA CREE 


NOTARY “USES 


| 


PROMISSORY NCTE 


AMOUNT: $40,000.00 
MATURITY: April 30, 1975 


FOR VALUE RECEIVED, the undersigned promises to pay to Juan 
J. Otero, or to his order, on April 30, 1975, the principal sum 
of FORTY THOUSANO DOLLARS ($40,000.00). The principal amount of 
this obligation shal! bear no interest and shali be payable at 
such place as the holder may from time to time designate i. 
writinge 

The undersigned obligates itself to pay ail the costs, dis- 
bursements and attorneys fees which may be occasioned by the 
efforts to collect this obligation judicially or extra-judicial ly 
and even in case recourse to the courts by the holder of this not 
becomes necessary, in order to collect the whole.or any portion o 
the principal sum of this note, the undersigned in all above said 
ceases agrees to pay a gum not in excess of ten per cent (10%) of 
the principal amount of this note then owing. The undersigned 
expressly submits itself totthe personal jurisdiction of the 
Courts of Justice of the Commonwealth of Puerto Rico, San Juan 


Part, for the collection of this obligation. 

The undersigned hereby waives presentation, protest or notice 
of dishonor and jiikewise such statutes of limitation or prescrip- 
tion as might favor it. 


IN TESTIMONY OF WHICH the undersigned suscribes the present 
document at San Juan, Puerto Rico, this jlst ‘uy of October 1972. 


INMOBILIARIA MELIA DE PUERTO RICO, INC. 


By 
PENRO FULLANA 
Executibe Vice President 


AFFIOAVIT NUMBER 


Acknowledged and suscribed before me by Pedro Fullana, of 
legal age, married, property owner and resident of San Juan, 
Puerto Rico, as Executive Vice President of the above-mentioned 
corporation, who | personally know, and who | know occupies said 
position in the said corporation, in San Juan, Puerto Rico, this 


3lst day of October 1972. 


An EEE TERT II OLLIE SELES, NTIS 


NOTARY PUBLIC 


PROMISSORY NOTE 


ccna ORO ABRIRESER SAAD UAENEAEANE 


AMOUNT: $40, 000.00 Sent 
MATURITY: August 31, 1973 ie 


= 


FOR VALUE RECEIVED, tne Under ed promises to pay to Juan 
J. Otero, or to his order, on asa 32, 1973, the principal sum 
of FORTY THOUSAND DOLLAR x 0). The principal enount oF 
this obligation shall bear no interest and shall be payable at 
such place as the holder may from time to time designate in 


writing. 


The undersigned obl igates~ self to pay all the costs, dis- 
bursements and attor % fees which may be occasioned by tue 
efforts to collect this obl igatt judicially or extra-judicial ly 
and even in case recour the courts by the holder of tnis 
note becomes necessary/, in or to collect the wnole or any 
portion of the princi al sum of his note, the undersigned in asl 
above said cases agrees to pay a sum not in excess of ten per cent 
(10%) of the principal amount of this note then owing. Tne uncer- 
signed expressly submits jtse to the personal jurisdiction of 
the Courts of Justic of fehe Commonwealth of Puerto Rico, San Juan 


Part, for the collection of thYs ebligation. 


The undersigned hereby waives presentation, protest or notice 
of dishonor and likfwise such statutes of limitation or prescrip- 


tion as might favor\ it. it ae 


Ge 
IN TESTIMONY OF WHICH tne undersigned suscribes the present 


document at San i aehiet this sike day of October 1972... 
IN 
\ 


Perle: 
MOBILIARIA’ EVA DE PUERTO RICO, INC. 
\ ” 5 . 
y cg RI Re hes by ( Clore 


/ PEORO FULLAN, 
Executi Vice Sore 


y 


vee 


AFFIDAVIT in) R is ss 
Soe om 
Acknowledged\and suscribed before me by Pedro Fullana, of 
legal age, married, property owner aid resident of San Juan, 
Puerto Rico, as Executive Vice President of the above-mentioned 
corporation, who | personal ly know, and who | know occupies said 
position in the said corporation, in San Juan, Puerto Rico, this 


3lst day of October 1972. 


NOTARY PUBLIC 


PAINE 
WEBBER 
JACKSON 
& CURTIS 


INCORPORATED 


Established 1879 Members New York Stock Exchange, Inc. and other Principal Exchanges 


140 Broadway, New York, N.Y. 10005 (212) 437-2121 


June 16, 1972 


Mr. Martin Cohen 

c/o International Stretch Products, Inc. 
1133 Avenue of the Americas 

New York, New York 


Dear Marty: 


As soon as available, would you please let me have the 
updated 12-month financials of Basic Equities, and also of 
Marles so that we might develop some thoughts we have in 
more detail. 


I recognize that the impact of your newer buildings just 
coming on stream will really put both Basic and Marles ina 
much more favorable light, and would therefore suggest that 
you also provide me with a proforma financial statement, which 
in effect would consider the M & M Building and the HIC Building 
and any others that are going to be improved in the immediate 
future, as fully operational for a 12-month period. This should 
also take into effect the proposed rent increases that you were 
looking forward to in any of your currently operating, or about 
to be operating buildings. 


Sincerely 


as fi wey if /; 


‘Leonard Wilkes, Director 
National Mortgage Department 
(se 


LW/je 
cc: Jose M. Alvarez 


FEB 28 ote 


G. 1. RITE, CS. BR 


PAINE 
WEBBER 
JACKSON 
& CURTIS 


INCORPORATED 


Established 1879 Members New York Stock Exchange, Inc. and other Principal Exchanges 
140 Broadway, New York, N.Y. 10005 (212) 437-2121 


June 16, 1972 


Mr. Martin Cohen 

c/o International Stretch Products, Ine. 
1133 Avenue of the Americas 

New York, New York 


Re: Basic Equities 


Dear Marty: 


I am enclosing the executed copies of your Applications 
for Commitment covering the M & M Building, the Lincoln Building, 
and the Housing Investment Corporation Building, all in Metro- 
politan San Juan. Please note that in the case of the M&M 
Building we have recognized that Basic Equities has been working 
directly with the Liberty National Bank, and in the event you 
should conclude a financing with that lender, we relieve you 
of any liability under our authorization. 


The same is true for the Housing Investment Building inso- 
far as the First National City Bank is concerned. 


In view of the partnership situation involved in the Housing 
Investment Building, we have agreed to waive our usual Refundable 
Good Faith Deposit requirement until such time as we have a def- 
initive bid from a capable lender willing to take your application 
to committee for Trustee approval. 


In ‘the cases of the M & M Building and the Lincoln Building 
however, we should have refundable Good Faith Deposits in the 
amount of $33,000 and $26,000 respectively with our application, 
and would appreciate your ordering such checks from Basic Equities 
to the order of Paine, Webber, Jackson & Curtis. Meanwhile, we 
are proceeding with the processing and should be ready to submit 
by the time the checks are received. 


Thank you again for your confidence -- we look forward 
to a speedy approval and closing for all three financings. 


John and I very much enjoyed meeting you and Jay for lunch 
the other day and have every confidence that we will be able to 
go on to many other areas of financing with you. 


Best personal regards. 


Sincerely 
H F } 
} ay 
AA SYS j 
p-HMYee [e 
» Leonard Wilkes, Director 
National Mortgage Department 


6) 


CS 


APPLICATION FOR COMMITMENT. 
EV 173 


: ee 
PAINE, WEBBER, JACKSON & CURTIS DATE:__ june 14,1922 
Incorporated . 
National Mortgage Diviston 
140 Broadway 
New York, N.Y. 10005 RE: M & M BUILD 


Rio Piedras, Puerto Rico 


Gentlemen: 


exclusive agent to make application for a loan or loans ou our 

lected by you, on the property hereinafter designated. This 

authorization shall become effective upon acceptance by you and shall remain in effect for a pet- 

tod of: 45 days from the date of your acceptance and receipt of all necessary supporting data, 

per submission checklist Sa Yi and such period il automatically extended, unless an 
terminated in writin, at t } 

2 By eemers oe Bat ban ne ne 7 WiPiterae RK, etry contacted (Ar, 

lL. PROPERTY DESCRIPTION: 297,000 square foot office building 


We hereby appoint you our sole and 
yehalf, to any lending institutions se 


| 3.. GROUND DIMENSIONS OR AREA: 128,453 square feet 


3. LOAN SECURITY: First Mortgage Note or Gond, secured by the subject property, the 
applicant corporation, x5 axigad sequined, including personal property and 
equipment incorporated in the realty and necessary for the operation of the subject real 
estate. ocx HOM TERME ROROSIRNDS CK VALUE NERO RR ER MOROLINA TK RETR AR 

4. OTHER SECURITY: Assignment of all tenant leases, HaceX MX SXHSSHNDTNR RXR RUAK 
FSXSranOCOL SAS ARTURSAGeESX Loan to be guaranteed by Basic Equities 

and Development Corp. : . . 


Long Term Permanent 


FINANCING REQUESTED: 


ry 
8%=-85% plus a se: on 
jtime commitment fee to 
ithe lender, or lender’. 
: correspondent, or loca 
} ‘Cae agent. 


| Permanent First 


L5= lig self 
| Mortgage | 20 


| liquidate | 
yrs. in 20 , | 
| 
| 
f* 


| 


HOLDSACK & ACHIEVEMENT: Closing of ceiling amount will be conditioned 
upon occupancy °o 760,000 sq. ft. at minimum of $440,000 rent roll 
including International Stretch with 85,000 sq. ft. and other high 
rated tenants comprising an additional 85,000 sq. <t. : 


7. PRE-PAYMENT PROVISIONS: Prepayment in full allowed after expiration 


of 5 of the loan term at 105, declining %% 
per year thereafter to 1%. : 


M & M DEVELOPMENT. ™ 


EV 174 


Rio Piedras, Puerto Rico 
8. REPRESENTATIONS BY APPLICANT: 


a) Title to subject property will be markctable and insurable. 

b) Tlans, specifications, contracts, cost breal.cowac, appraisals, sutvey, 
financial statements and any other pertinent data will be furnished by 
applicant upen request for your use or for the use of any lender. 

All fees for appraisals, survey, title tnsurance, title examination, ab- 
stract, legal fees, recordation, tax Stamps, acceptance, loan fees or 
costs will be paid by applicant, in addition to other normal closing costs. 
Applicant will promptly execute any lender's application and furnish such 
data, appraisals, and GOOD FAITH DEPOSITS, as required by the lend- 
ing insticution. : 

We will permit you to eTect a sign on the property “ite, at your expense. 
to indicate that you arranged mortgage financing, anc will provide you 
with a 8” x.10” glossy photograph of the finished building. 

Applicant warrants current control of the property either in fee owner- 
ship, or.contract to purchase, or option to purchase, or a leaseLold 
interest, etc., with sufficient time remaining within which to process 
this loan application to a firm commitment and closing by August 61972 


9. DEPOSIT AND FEES: . 


a) We herewith deposit with you, in escrow, the sum of $ 33,000 

as a GOOD FAITH DEPOSI Te XEOXGK TRS EEM ROOKIE XE 

KAMEN HSER EXKIRKK Said sum will 
be refunded without interest in the event that you do not deliver a loan 
commitment as herein described. In the event you do deliver such com- 
mitment, this deposit will be credited against the commissions due you 
in accordance with our agreement. 
We agree to pay you a total brokerage fee of _one % of the amount of 
each loan commitment delivered to us, which substantially conforms to 
the terms and conditions set forth hereinabove, and/or any loan commit 
ment accepted by us. Upon delivery of auy commitment a5 aforesaid, 
THE GOOD FAITH DEPOSIT may be credited by you towards your total 
fee and the balance of your total fee, if any, shall thereupon become due 
and payable. 


+6e*meVe-understand that any lending: institution. financing-or.offering.tocinance Olsens 
request may-be interested in financing other projects in which werare directly or taj (\ 
directly involved. Therefors, we agree to pay vou a fee as designated in paragraph: A i} } 
9(b), in the event that any such lending instiruticn-extends. financing withia thirty -sig \' 
| months of the date tereot, to us, or to any individual, company or-corporation with 
which.we or any of our associates, principals, affiliates, and/or subsidiaries have z= 


irect.or-indirect en Oa 


ll. GOVERNING LAWS: The parties agree that the terms and conditions of this agree- 
ent shall be construed and governed by the laws of the State of New York, and 
acknowledge that they have read this Agreement before signing it, and have received 
an exact copy thereof. * : 


y 
iH 7 


“9 
Applicant = ¢ M REveronrverr cope Address Suite G-7 Fomento Building 


& 


gs oe eee Hato Rey, Puerto Rico 
00919 


; Zip 
Tel. No. (809 764 7172 : 


Gy Paine, Webber, Jacgson & Curtis Incorporated : 
BY: i iL Tizle y ° (? Date: oy, 1077 


EV 175 


RES kM REE NG 


SUBMISSION CHECKLIST 
(X) = Items Still Required 


Plot plan showing site and surrounding streets or highways 
Typical apartment plan for each type of apartment showing net leaseable area of each 
Typical floor plan (Key Plan) or rental plan if commercial 
Outline specifications 
Two street maps of city - _ 
Mark one map with site, rent comparables and other 
points of interest, including downtown area 
Two aerial photos - 
Mark one pioto with street listings, designation of 
_North, points of interest, major buildings, etc. 


Specific address of subject property 


Site description 

Area and neighborhood description 

Schedule of income from rents and all other sources including parking, recreation etc. 
Itemized expenses (including RE tax details) 


2 amt & Sales comparables (three) - 

Musi include aame of development, address, number of units 

age, distance to subject, apartment type, area of each 

apartment type, monthly rental, rental per square foot, 

amenitites and recreational facilities and comments of loca- 

* tion, etc. 

Itemized cost of construction, including Architects and Engineers, on and off-site 
improvement costs, actual land costs, and actual cash equities in the job to date 


Rendering and eievations 


Architect's area caiculations of building, core areas, public and recreational areas 


‘etc. showing all the components, from net leaseable area to gross Suilding area 


Authorization (attached) with required refundable GOOD FAITH DEPOSIT 
List of sponsors and resumes of their previous real estate activity 


Financial statements of principals and/or guarantors 


Financial statements of applicant mortgagor corporation or entity 


MAL Appraisal or Teaswiliy Study 


Rent roll snowing each tenant, years of lease term, years of 
tax exemption granted & credit rating or report on tne tenance. 


Latest financial statement of Bagic.. 
Equities, the guarantor 


se 2 88 meme Amsemsrm an a 


, * 

¢ Ye 
PP Sie | 
CORES te 


APPLICATION FOR COMMITMENT : ‘BV 176 


PAINE, WEBBER, JACKSON & CURTIS DATE:_ June 14, 1972 
Incorporated 
National Mortgage Division 
140 Groadway 
New York, N.Y. 10005 RJ: The Li i} 
Hato Rev, .uerto Rico 


Gentlemen: 


We hereby appoint you our sole and exclusive agent to make application for a loan or loans on our 
behalf, to any lending institutions seiected by you, on the property hereinatter designated. This 
authorization shall become effective upon acceptance by you and shall remain tn effect for a per- 
fod of: 45 days from the date of your acceptance and receipe of all unecessary supporting data, 


pez submission checklist attached, and such pitied shall be automatically extended, unless 
terminated in writing. 


i. PROPERTY DESCRIPTION: G6-story office building - 134,660 sq..£t. 
Z. GROUND DIMENSIONS OR AREA: 5,331 sq. mtrs. 


ee LOAN SECURITY: First Mortgage Note or Bond, secured by the subject property, che 
applicant corporation, Xwxprusscetsrmksberxatxass, including personal property and 
equipment incorporated in the realty and necessary for the operation of the subject real 
estate, xRommonsrmoticmaamaga Z&. 1 MEXEAR AKER RGR AOR 
sumiocriituisocexrenixakazmexGs ¢ ..Commaciox ‘ 
OTHER SECURITY: Assignment of all tenant leases, CBR AE NECA IOAN 


Sai eae ai : Loan to be guaranteed by Basic Equities 
and Development Corp. : , 


3. FINANCING REQUESTED: Long term permanent mortgage 


a 
| TYPE CF LOAN AMOUNT Interest-rees-Partic. TERM Constant Note! 


| Permanent First $2.4 to 8-8k% interest, plus ajlS- | To self 
.| Mortgage $2.6 Mill |1<* > one time commit- [20 yrs. liquidate 
iment fee to lender, or in 20) yrs} 
lender's correspondent 
er local originating 
agent. 
| 


¢ 


| 
| 
| 


| 


HOLDUACK & ACHIEVEMENT: Closing will be condit’°oned upon Departmen 
ei occupancy of all the space under a 5 year lease running *o 
BBY Ay ey ‘ 


PRE-PAYMENT PROVISIONS: Prepayment in full allewed after expiration 
Or one halt Of Loan term at 105% = declining %% year thereatter to 1%. 


. 
\ () 7 TINCOLY Sear ry TC 


ieee 

i get , 
I, gy dee ‘ay 
¥ Pan ~~ 


aS -2- : 


Hato Rey, Puerto Rico 


§ REPRESENTATIONS BY APPLICANT: 


a) Tirle to subject property will se markeratle and insurable. 

b) Plans, specifications, contracts, cost sveakdowns, appraisals, survey, 
financial statements and any other pexiinent data will be furnished by 
applicant ween request for your use oF for the use of any iender. | 

¢) All fees foc appraisals, sutvuy, Urls insurance, title examination, ab- 
stract, legal fees, recor: , tax. stamps, acceptance, loan fees or 

F j costs will be paid by applicant, in addition to other normal closing costs. 

| = 4G) Applicant will promptly execute any leuder’s application and furnish such. 

data, appraisais, and GOOD FAITH DEPOSITS, as required by the lend- 
ing institution. - ; ; 

e) We will permit you to erect a sign on the property site, at your *xpense, 

. to indicate that you acranged mortgage financing, and will provide you 

. : with a 8" x 10" glossy photégraph of the finished building. - : 

f) Applicant warrants current control of the property either in fee owner- 
ship, or contract to purchase, or option to purchase, or a leasehold 
interest, etc.’, with sufficient time remaining within which to process 
this loan application to a firm commitment and closing by December 1, 1972. 


9. DEPOSIT AND FEES: 


a) We herewith deposit with you, in escrow, the sum of $26,000 
as a GOOD FAITH DEPOSIT 


: Said sum will 
be refunded without interest in the event that you do not deliver a loan 
commitment as herein described. In the event you do deliver such com- 
mitment, this deposit will be credited against the commisstons due you 
in accordance with our agreement. 

b) We agree to pay you a total brokerage fee of one % of the amount of 
each loan commitment delivered to us, which substantially conforms to 
the terms and conditions set forth hereinahawe, and/or any laan commit- 
ment accepted by us. Upon delivery of any commitment as aforesaid, 
THE GOOD FAITH DEPOSIT may be credited by you towards your total 
fee and the balance of your total fee, if any, shail thereupon become due 


and payable. 


Vy 


10, “== We tand that any lending institution Suaticing or offering’to ‘anance ous Tear] N 
| 


i req. ay pe interested in financiag other projects in which ave"are direciiy or {n- i }} 
directly .avolved. Therefove, we agree to pay you a fee as designated in paragraph /1; i] 
3(b), in the event that any such lending insticution extends financtag within thirty-six i 
months of the date hereof, to us, Or to any individual, company-oz.c srporation with 
which we or any of wur associates, principals, affiliates, and/or subsidiattes-have 4 
tT direct omindirect association." eae Ra a SET I I ALLL 


| 
} ik, GOVERNING LAWS: ‘Tae parties agree that the terms and conditions of this agree- 
| tent shall be construed and governed by the laws of the State of New York, anc 
acknewledge that they have read this Agreement before signing it, and have received 


an exacc copy thereof. 


ta G- 
Ng ete we at he ae me 


hott Sue 
Avclcss Ske 


ind 


Hato Rey, Puerto Ric 
SUBMISSION CHECKLIST 


(X) = Items Still Required 


Plot plan showing site and surrounding streets or highways 


Typical apartment plan for each type of apartment showing net leaseable area of each 


Typical floor plan (Key Plan) or rental plan if commercial 


Outline specifications 


Two street maps of city - . 
Mark one map with site, rent « »mparables and other 
points of interest, including downtown area 


Two acrial photos - 
Mark one photo with street listings, designation of 
North, points of interest, major buildings, etc. , 


specific address of subject property 
Site descripcian 
Area and neighborhood description 
Schedule of income from rents and ail other sources including parking, © creation etc. 
remized expenses (including RE tax details) 
Rene & Sales comparasics (three) - 
Must include name of development, address, uumber of units 
age, distance to subject, apartment type, area of each 
apartment type, monthly rental, rental per square foot, 
amenitites and recreational facilities and comments of leca- 


* tion, etc. 


Itemized cost of construction, including Architects and Engineers, on and off-site 
improvement costs, actual land costs, and actual cash equities in the job to date 


Rendering and elevations 


Architect’s area calculations of building, core areas, public and recreational areas 
etc. showing ail the components, from net leaseable area to gross building area 


. 


Authorization (attached) with required refundable GOOD FAITH DEPOSIT 

‘List of sponsors and resumes of their previous real estate activity 

Financial statements of principa \s and/or guarantors. 

Financial statements of applicant mortgagor corporation or entity - Basic Equities 


up to Gate 
MAL Apptaisai os Feoasibitity Scucy, if available. 


APPLICATION FOR COMMITMENT EV 179 


PAINE, WEBBER, JACKSON & CURTIS DATE:_June 14, 1972 
Incorporated 
National Mortgage Division 
140 Broadway 
New York, N.Y. 10005 RE: HOUSING INVESTMENT BUILDING 
ato Y, Puerto co 


Gentlemen: 


We hereby appoint you our sole and exclusive agent to make application for a loan or loans on our 
behalf, to any lending institutions selected by you, on the property hereinafter designated. This 
authorization shall become effective upon acceptance by you and shall remain in effect for a per- 
iod of: 45 days from the date of your acceptance and receipt of all necessary supporting data, 
per submission checklist attached, and such period shall be automatically extended, unless LZ 
terminated in writing, Orzeit For Mrot ye scanl € re) EK, Relat, CRAPTILS 
OME Cat. YG | 
PROPERTY DESCRIPTION: 17 story office building - 172,615 sq. ft. plus 


§,000 sq. ft. of retail space. 
GROUND DIMENSIONS OR AREA: Plus 452 car parking garage 


LOAN SECURITY: First Mortgage Note or Bond, secured by the subject property, the 
applicant corporation, Maxpainxipeixmmcshotzmixexxincluding personal property and 
equipment incorporated in the realty and necessary for the operation of the subject -real 
estate. ROK RAOGCRIOCHA KOGA GK KAA ARAN LEAR ANAGTK MIG RATER RANGE 
sommcmcrritk seks te mmgaix sk WERK RRR GRR 


OTHER SECURITY: Assignment of all tenant leases, 


: EA Ge 3 “—"w""j. «Loan to be guaranteed by Basic Equities 
& Development Corp. ‘ 


FINANCING REQUESTED: Long Term Permanent Mortgage ’ 


re ee ea ee ni Ee Eo 
TYPE OF LOAN AMOUNT Interest-Fees-Partic. TERM Constant Note} 


| Permanent First $7.3 to 8 1/8 to 8.3/8 interest, 22- 
.| Mortgage 7.7 Mill iplus a 172% one time 27 
| commitment fee to lender yrs 
lor lender's correspondent, 
or local originating 
agent. 


HOLDSACK & ACHIEVEMENT: Closing of top amount will be conditioned of 


occupancy of HIC, and of 5,000 sq. ft. of retail area with minimum of 
$50,000 gross rents. 


PRE-PAYMENT PROVISIONS: prepayment in full allowed after expiration 
of one half of loan term at 105%, declining %% year thereafter to lt. 


SAN -JORGE DEVELOPMENT, INC. : 


EV 180 
RE: Housing Inv ‘ 

Hato Rey, Puerto Rico 
8. REPRESENTATIONS BY APPLICANT: 


- a) Title to subject property will be marketable and insurable. 

b) Plans, specifications, contracts, cost breakdowns, appraisals, survey, 
financial statements and any other pertinent data will be furnished by 
applicant upen request for your use or for the use of any lender. 

¢c) All fees for appraisals, survey, title insurance, title examination, ab- 
stract, legal fees, recordation, tax stamps, acceptance, loan fees or 
costs will be paid by applicant, in addition to other nvrmal closing costs. 

* d) Applicant will promptly execute any lender's application and furnish such 
data, appraisals, and GOOD FAITH DEPOSITS, as required by the lend- 
ing insticution. 

We will permit you to erect a sign on the property site, at your expense, 
to indicate that you arranged mortgage financing, and will provide you 
with a 8" x 10" glossy photograph of the finished building. 

Applicant warrants current control of the property either in fee owner-~ 
ship, or contract to purchase, or option to purchase, or a leasehold 
interest, etc., with sufficient time remaining within which to process 
this loan application to a firm commitment and closing by December 1, 


9. DEPOSIT AND FEES: ‘ 


a) We herewith deposit with you, in escrow, the sumof$__ None © 
as a GOOD FAITH DEPOSIT. 5 
Said sum will 
be refunded without interest in the event that you do not deliver a loan 
commitment as herein described. In the event you do deliver such com- 
mitment, this deposit will be credited against the commissions due you 
in accordance with our agreement. () © ty Fo fit Pe oF farar0l — 
We agree to pay you a total brokerage fee of one % of the amount of - be) 
each loan commitmenr delivered to us, which substantially conforms to be 
the terms and conditions set forth hereinabove, and/or any loan commit- a 
ment accepted by us. Upon delivery of any commitment as aforesaid, 
THE GOOD FAITH DEPOSIT may be credited by you towards your total 
fee and the balance of your total fee, if any, shall thereupon become due 
and payable. 


request"may-be interested in financing other projects in which we are-directlyor in- 

directly involved. Therefore, we agree to pay youatfeeas’ adésignated in paragraph a 

9(b), in the event that any such lending inscicuiioa-extends. financing within thirty-six 

montas of the date hereof,-to us, or to any individual, agp shipiess eae 

which-we-or any of our associates, principals, affiliates, aaa oe subsidiaries na 
trect-or-indirectassoctatton. === 


“tora evunderstand tharanytendimginstitorion fadheing or otfering tO fmance Our Oaths om / 


GOVERNING LAWS: The parties agree that the terms and conditions of this agree- 
ment shall be construed and governed by the laws of the State of New York, and 
ackhowledge that they have read this Agreement before signing it, and have received 
an exact copy thereof, 


’ 


9 a : 
Applicant SAN JORGE DEVELOPMENT, INC. Address Suite G-7 Fomento Bldg. 


Hato Rey, Puerto Rico 


Tel. No. 09)__764 7171 


Hato Rey, Puerto Rico 
SUBMISSION CHECKLIST 


SUD MLS ene 
(X) = Items Still Required 


Plot plan showing site and surrounding streets or highways 


Typical apartment plan for each type of apartment showing net leaseable area of each 


Typical floor plan (Key Plan) or rental plan if commerctal , 


Outline specifications 

Two street maps of city - : 
Mark one map with site, rent gomparables and other 
points of interest, including downtown area 


Two aerial photos- . : 
Mark one photo with street listings, designation of 
North, points of interest, major buildings, etc. 


Specific address of subject property 
’ Site deseripcion 
Area and neighborhood description 
Schedule of income trom rents and all other sources including parking, recreation etc. 
Itemized expenses gactuding RE tax details) 


Rent & Sales comparables (three) - 
Must include name of development, address, number of units 
age, distance to subject, apartment type, area of each 
apartment type, monthly rental, rental per square foot, 
amenitites and recreational facilities and comments of loca- 
* tion, etc. 


Itemized cost of construction, including Architects and Engineers, on and off-site, 
improvement costs, actual land costs, and actual cash equities in the job to date 


Rendering and elevations 


Architect's area calculations of building, core areas, public and recreational areas 
etc. showing all the components, from net leaseable area to gross building area 


Authorization (attached) with required refundable GOOD. FAITH DEPOSIT 


List of sponsors and resumes of their previous real estate activity 
Financial statements of principals and/or guarantors 


Financial statements of applicant mortgagor corporation or entity latest Basic 
i ay --2e-- Equities 
MAI Appraisal or Feasibility Study 


APPLICATION FOR COMMITMENT. 


EV 182 
PAINE, WEBBER, JACKSON & CURTIS DATE:___ June 14,1972 
Incorporated : 
National Mortgage Division 
140 Broadway 


New York, N.Y. 10005 RE: M _& M BUILDING 
© Piedras, Puerto Rico 


Gentiemen: F 
We hereby appoint you our sole and exclusive agent to make application for a loan or loans on our 
behalf, to any lending institutions selected by you, on the property hereinafter designated. This 
authorization shall become effective upon acceptance by you and shall remain in effect for a per- 
tod of: 45 days from the date of your acceptance and receipe of all necessary supporting data, 
per submission checklist attached, and such period shall be automatically extended, unless 
terminated in writing, £xcluds Be Libér mal Bank, Bet contacted 
By umes divtet. Wad ty hatienn ional. 

i PROPERTY DESCRIPTION: 297,000 square foot office building 

2. GROUND DIMENSIONS OR AREA: 128,453 square feet 


Se LOAN SECURITY: First Mortgage Note or Bond, secured by the subject property, the 
applicant corporation, including personal property and 
equipment incorporated in the realty and necessary for the operation of the subject real 


estate. YQEREELASE NIK C9 KK OKOK AK REMAKE RK 
SSRIAW IT BIH BA XMAS KE MKS eNsaL XXII K 


OTHER SECURITY: Assignment of all tenant leases, S#xX MK 5X }eeOQUCRKXRXARIUKK 


Lean to be guaranteed by Basic Equities 
and Development Corp. : 


FINANCING REQUESTED: Long Term Permanent 


TYPE OF LOAN AMOUNT Interest-Fees-Partic. TERM Constant Note 
ty 


Permanent First $3.0 to 84-8%% plus a l , one 15=- | To self 
Mortgage $3.3 Mill |time commitment fee to; 20 liquidate 
: ithe lender, or lender's yrs.|in 20 yrs. 
correspondent, or loca 
originating agent. 


HOLDBACK & ACHIEVEMENT: Closing of ceiling amount will be conditioned 
upon occupancy of 260,000 sq. ft. at minimum of $440,000 rent roll 
including International Stretch with 85,000 sq. ft. and other high 
rated tenants comprising an additional 85,000 sq. ft. 


PRE-PAYMENT PROVISIONS: Prepayment. in full allowed after expiration 
of 5 of the loan term at 105, declining %% 
per year thereafter to 1%. 


M_& M DEVELOP 


EV 183 


Rio Piedras, Puerto Rico 
8. REPRESENTATIONS BY APPLICANT: 


‘. a) Title to subject property will be marketable and insurable. 

b) Plans, specifications, contracts, cost breakdowns, appraisals, survey, 
financial statements and any other pertinent data will be furnished by 
applicant upon request for your use or for the use of any lender. 

c) All fees for appraisals, survey, title insurance, title examination, ab- 
stract, legal fees, recordation, tax stamps, acceptance, loan fees or 
costs will be paid by applicant, in addition to other normal closing costs. 

: d) Applicant will promptly execute any lender's application and furnish such 
data, appraisals, and GOOD FAITH DEPOSITS, as required by the lend- 
ing institution. 
We will permit you to erect a sign on the property site, at your expense, 
to indicate that you arranged mortgage financing, and will provide you 
with a 8" x 10" glossy photograph of the finished building. 
Applicant warrants current control of the property either in fee owner- 
ship, or contract to purchase, or option to purchase, or a leasehold 
interest, etc., with sufficient time remaining within which to process 
this loan application to a firm commitment and closing by August 6, 1972 


9. DEPOSIT AND FEES: 


a) We herewith deposit with you, in eesti the sum of £ 33 08 


be refunded without interest in the event that you do not deliver a loan 
commitment as herein described. In the event you do deliver such com- 
mitment, this deposit will be credited against the commissions due you 
in accordance with our agreement. 

We agree to pay you a total brokerage fee of_one % of the amount of 
each loan commitment delivered to us, which substantially conforms to 
the terms and conditions set forth hereinabove, and/or any loan commit- 
ment accepted by us. Upon delivery of any commitment as aforesaid, 
THE GOOD FAITH DEPOSIT may be credited by you towards your total 
fee and the balance of your total fee, if any, shall thereupon become due 
and payable. 


toto be interested in financing other projects in which w, 
directly involv: 3 


of our associates, principals, affiliates, aise c 


il. GOVERNING LAWS: The parties agree that the terms and conditions of this agree- 
ment shall be construed and governed by the laws of the State of New York, and 
acknowledge that they have read this Agreement batoxe signing it, and have received 
an exact copy thereof. 


° 
Address Suite G-7 Fomento Building 
Hato Rey, Puerto Rico 


cies scale eed steateeace ek aaa Me sacl 
, Zip 
Tel. No. (809 764 7171 | 


Accepted: Paine, Webber, Jackson & Curtis Incorporated 
BY: Title 


EV 184 


RE:_ Mos M surrprnc 


SUBMISSION CHECKLIST 
(X) = Items Still Required 


Plot plan showing site and surrounding streets or highways 
Typical apartment plan for each type of apartment showing net leaseable area of each 
Typical floor plan (Key Plan) or rental plan if commercial 
Outline specifications 
Two street maps of city - Fs 
Mark one map with site, rent comparables and other 
points of interest, including downtown area 
Two aerial photos - 
Mark one photo with street listings, designation of 
North, points of interest, major buildings, etc. 
Specific address of subject property 
Site description 
Area and neighborhood description 
Schedule of income from rents and all other sources including parking, recreation etc. 
Itemized expenses (including RE tax details) 
Rent & Sales comparables (three) - 
Must include name of developmient, address, number of units 
age, distance to subject, apartment type, area of each 
apartment type, monthly rental, rental per square foot, 
amenitites and recreational facilities and comments of loca- 


* tion, etc. 


Itemized cost of construction, including Architects and Engineers, on and off-site 
improvement costs, actual land costs, and actual cash equities in the job to date 


Rendering and elevations 


Architect's area calculations of building, core areas, public and recreational areas 
etc. showing all the components, from net leaseable area to gross building area 


Authorization (attached) with required refundable GOOD FAITH DEPOSIT 
List of sponsors and resumes of their previous real estate activity 


Financial statements of principals and/or guarantors 


Financial statements of applicant mortgagor corporation or entity 


MAI Appraisal or Feasibility Study 


Rent roll showing each tenant, years of lease term, years of 
tax exemption granted & credit rating or report on the tenant. 


Latest financial statement of Basic.. _ 
Equities, the guarantor f : —M&M_ DEVELOPMENT COB 


J f¢ 


dae 


ae, 
| ae a ERT PIE Bm EV 18 
PAINE EN a ga 


WEBBER ae 
JACKSON FEB 28 1974 
& CURTIS 


INCORPORATED G. 8. Aur  &. ® 


Established 1879 Members New York Stock Exchange, Inc. and other Principal Exchanges 
140 Broadway, New York, N.Y. 10005 (212) 437-2121 


June 2, 1972 


Mr. Martin Cohen 

International Stretch Products, Inc. 
1133 Avenue of the Americas 

New York, New York 


Re: Lincoln Building 
Hato Rey, Puerto Rico 


Dear Marty: 


I have analyzed the numbers you gave me regarding the 
permanent mortgage financing of the Lincoln Office Building 
and believe I could deliver a commitment ranging from 


$1,750,000 to $2 million. The rate would range from 8-8%% 
with a term or payout from 15-20 years. 


If this would be suitable, would you please provide 
me with whatever appraisal or other information you might 
have in your Puerto Rico office so that I can prepare a 
formal Application for Commitment. 


I look forward to the opportunity of being of service 
to you in this regard. 


incerely 


L tytn? LD) 


Leonard Wilkes 


i 4 ED / 7 
nmnned LACE Rena 
JACKSON eR if 
EV 1 
& CURTIS ) 
INCORPORATEO Ch & ELETZ, GSaRk 
: 9 
Established 1879 Members New York Stock Exchange, inc. and other Principal Exchanges 
140 Broadway, New York, N.Y. 10005 (212) 437-2121 


June 2, 1972 


Mr. Martin Cohen 

International Stretch Products, Inc. 
1133 Avenue of the Americas 

New York, New York 


Re: M & M Building 
Rio Piedras, Puerto Rico 


Dear Marty: 


As we have discussed, I have preliminary institutional 
interest in the long term permanent financing of your M & M 
Building along terms and conditions as outlined in the attached 
Application for Commitment. 


The only problem I foresee at the moment will be in the 
term of the mortgage, which to a large degree will depend 
upon the term of your tenant leases. The more 20-25 years 
we can show, the greater will be our chance of obtaining a 


25 year payout. Can we at least get this kind of term from 
International Stretch? 


The other question that was raised concerns the tax 
exempt status of your various tenants. If such status is 
going to expire during the term of the mortgage, what pro- 
visions if any can be made to cover the lender for the 


increased operating costs that will result from the increase 
in real estate taxes? 


It is timely however to actively go out for the long term 
permanent, and if the terms and conditions meet your require- 
ments, please execute our authorization in the three spaces 
provided and return the original to my attention with the 
required refundable Good Faith Deposit and as much of the in- 


formation as you have available called for on the submission 
chec*list. 


I look forward to a quick and successful financing of this 
property. 


Sincerely 


Lou wwe WwW . 


LW/je Leonard Wilkes 
Encl. 


APPLICATION FOR COMMITMENT BV 187 


PAINE, WEBBER, JACKSON & CURTIS DATE:_ June 2, 1972 
Incorporated 

National Mortgage Division 

140 Broadway 

New York, N.¥. 10005 


Rio Piedras, Puerto Rigge 


Gentlemen: 


We hereby appoint you our sole and exclusive agent to make application for a loan or loans on oug 
behalf, to any lending institutions selected by you, on the property hereinafter designated. This 
authorization shall become effective upon acceptance by you and shall remain in effect for a per- 
_ tod of _45 days from the date of your acceptance and receipt of all necessary supporting data, 
per submission checklist attached, and such period shall be automatically extended, unless 
terminated in writing. 


PROPERTY DESCRIPTION: 297,000 square foot office building 
GROUND DIMENSIONS OR AREA: 128,453 square feet - 


LOAN SECURITY: First Mortgage Note or Bond, secured by the subject property, the 
applicant corporation, imsxpotanipzimandcimiccwrivesy including personal property and 
equipment incorporated in the realty and necessary for the operation of the subject real 


‘ x fore. Pi XPeeetsieer sss 


OTHER SECURITY: Assignment of all tenant leases, MHSMHXSHLEX XMAOMM KEE SEKRER 


SK YSHSUK MMPCENCKEMKAENAKX Loan to be guaranteed by Basic Equities 
and Development Corp. 


FINANCING REQUESTED: Long Term Permanent 


I ea a ITN ce ie LCS a Mercere tel cent csr tne ree rae ne ere 
TYPE OF LOAN AMOUNT Interest-Fees>Partic, TERM Constant Note 


Permanent first | $3.0 to | ay -ahe plus a 1-2% one 1L5- To seit, 
mortgage pees Mill | time commitment fee 20 liquidate 
ears | 

| 


| to the lender. 


’ 


° 


re PRE-PAYMENT PROVISIONS: Prepayment in full allowed after expiration 
a of 4 of the loan term at 105, declining %% 
per year thereafter to 1%. ert 


EV 188 
RE: 
Rio Piedras, Puerto Rico 
8. REPRESENTATIONS BY APPLICANT: 


; a) Title to subject property will be marketable and insurable. 

b) Plans, specifications, contracts, cost breakdowns, appraisals, survey, 
financial statements and any other pertinent data will be furnished by 
applicant upen request for your use or for the use of any lender. 

c) All fees for appraisals, survey, title insurance, title examination, ab- 
stract, legal fees, recordation, tax stamps, acceptance, loan fees or 
costs will be paid by applicant, in addition to other normal closing costs. 

+ d) Applicant will promptly execute any lender’s application and furnish such 
data, appraisals, and GOOD FAITH DEPOSITS, as required by the lend- 
ing institution. 
We will permit you to erect a sign on the property site, at your expense, 
to indicate thac you arranged mortgage financing, and will provide you 
with a 8" x 10” glossy photograph of the finished building. 
Applicant warrants current control of the property either in fee owner- 
ship, or contract to purchase, or option to purchase, or a leasehold 
interest, etc., with sufficient time remaining within which to process 
this loan application to a firm commitment and closing by December 1, 1972 


9. DEPOSIT AND FEES: 


a) We herewith deposit with you,. in escrow, the sum of $ 33,000 
as a GOOD FAITH DEPOSIT, XiexGeXAatisSseel SHY XOX DOKERIS X SPE SONI X 
YRC nes XN oop Kaen KS eH eos KKK KX Said sum will 
be refunded without interest in the event that you do not deliver a loan 
commitment as herein described. In the event you do deliver such com- 
mitment, this deposit will be credited against the commissions due you 
in accordance with our agreement. 
We agree to pay you a total brokerage fee of_one % of the amount of 
each loan commitment delivered to us, which substantially conforms to 
the terms and conditions set forth hereinabove, and/or any loan commit- 
ment accepted by us. Upon delivery of any commitment as aforesaid, 
THE GOOD FAITH DEPOSIT may be credited by you towards your total 
fee and the balance of your total fee, if any, shall thereupon become due 
and payable. 


We understand that any lending institution financing or offering to finance our loan 
request may be interested in financing other projects in which we are directly or in- 
directly involved. Therefore, we agree to pay you a fee as designated {n paragraph 
9(b), in the event that any such lending institution extends financing within thirty-six 
months of the date hereof, to us, or to any individual, company or corporation with 
which we or any of our associates, principals, affiliates, and/or subsidiaries have a 
direct or indirect association. 


GOVERNING LAWS: The parties agree that the terms and conditions of this agree- 
tment shall be construed and governed by the laws of the State of New York, and 
acknowledge that they have read this Agreement before signing it, and have received 
an exact copy thereof. * 


Address Suite G-7 Fomento Building 


Hato Rey, Puerto Rico 


00919 
. Zip 


Tel. Now (809 764 7171 


Accepted: Paine, Webber, Jackson & Curtis Incorporated 
SY: Title 


EV 189 


RE:_ Mg M BIITLDING 


SUBMISSION CHECKLIST 
(X) = Items Still Required 


Plot plan showing site and surrounding streets or highways 
Typical apartment plan for each type of apartment showing net leaseable area of each 
Typical floor plan (Key Plan) or rental plan if commercial 
Outline specifications 
Two street maps of city - ‘ 
Mark one map with site, rent comparables and other 
points of interest, including downtown area 
Two zerial photos - 
Mark one photo with street listings, designation of 
North, points of interest, major buildings, etc. 
Specific address of subject property 
Site description 
Area and neighborhood description 
Schedule of income from rents and all other sources including parking, recreation etc. 
Itemized expenses (including RE tax details) 
Rent & Sales comparables (three) - 
Must include name of development, address, number of units 
age, distance to subject, apartment type, area of each 
apartment type, monthly rental, rental per square foot, 
amenitites and recreational facilities and comments of loca- 


‘ tlon, ete. 


Itemized cost of construction, including Architects and Engineers, on and off-site 
improvement costs, actual land costs, and actual cash equities in the job to date 


Rendering and elevations 


Architect's area calculations of building, core areas, public and recreational areas 
etc. showing all the components, from net leaseable area to gross building area 


Authorization (attached) with required refundable GOOD FAITH DEPOSIT 
List of sponsors and resumes of their previous real estate activity 


Financial statements of principals and/or guar-7tors 


Financial statements of applicant mortgagor corporation or entity 


_ MAI Appraisal or Feasibility Scudy 


Rent roll showing each tenant, years of lease term, years of 
j tax exemption granted & credit, rating or report on the tenant. 


Latest financial statement of Basic.. | 
Equities, the guarantor a . M&M DEVELOPMENT CoR> 


: 


ne 


APPLICATION FOR COMMITMENT EV 190 


PAINE, WEBBER, JACKSON & CURTIS DATE:_ June 2, 1972 
Incorporated 
National Mortgage Division 
140 Broadway 
New York, N.Y. 10005 RE: M BU 
Rio Piedras, Puerto Rico 


Gentlemen: 


We hereby appoint you our sole and exclusive agent to make application for a loan or loans on our 
behalf, to any lending institutions selected by you, on the property hereinafter designated. This 
authorization shall become effective upon acceptance by you and shall remain in effect for a per- 
tod of 45 days from the date of your acceptance and receipt of all necessary supporting data, 
per submission checklist attached, and such period shall be automatically extended, unless 
terminated in writing. 


PROPERTY DESCRIPTION: 297,000 square foot office building 
GROUND DIMENSIONS OR AREA: 128,453 square feet - 


LOAN SECURITY: First Mortgage Note or Bond, secured by the subject property, the 


OTHER SECURITY: Assignment of all tenant leases, MHZAHXSHEK SUMMARIES GEXNER 


uwxXX Loan to be guaranteed by Basic Equities 
and Development Corp. 


3 FINANCING REQUESTED: Long Term Permanent 


Sonsini naan ennai 
TYPE OF LOAN AMOUNT Interest-Fees-Partic. TERM Constant Note 
‘to self, 


| Permanent first $3.0 to 84-85% plus a 1-2% one 15- 
| mortgage $3.3 Mill | time commitment fee 20 liquidate 
to the lender. 


: : os 


| 

ears | 
j | 

! 


ig HOLDBACK & ACHIEVEMENT: N.A. 


is PRE-PAYMENT PROVISIONS: Prepayment in full allowec after expiration 
; of k of the loan term at 14%, declining %% 
per year thereafter to 1%. ae 


M ' oT 


8. 


9. 


10. 


ll. 


REPRESENTATIONS BY APPLICANT: 


- a) 
b) 


¢) 


- d) 


e) 


DEPOSIT 


a) We herewith deposit with you, in escrow, the sum of $ 33,000 


b) We agree to pay you a total brokerage fee of o % of the amount of 


We understand that any lending institution financing or offering to finance our loan 
request may be interested in Anancing other projects in which we are directly or in- 


directly 


9(b), in the event that any such lending institution extends financing within thirty-six 
months of the date hereof, to us, or to any indivicual, company or corporation with 
which we or any of our associates, principals, affiliates, and/or subsidiaries have a 
direct or indirect association. 


GOVERNING LAWS: The parties agree that the terms and conditions of this agree~ 
ment shall be construed and governed by the laws of the State of New York, and 
acknowledge that they have read this Agyeement before signing it, and have received 
en exact copy thereof, Payer 


| Applicant y ¢ M DEVELOPMENT CORP Address suite G-7 Fomento Building 
} a ws . 


- Title: 90919 
i . Zip 


Dated: 


Accepted: Paine, Webber, Jackson & Curtis Incorporated 


BY: Sa nn 


191 
RE: mM i1daj "* 
Rio Piedras, Puerto Rico 


Title to subject property will be marketable and insurable. 

Plans, specifications, contracts, cost breakdowns, appraisals, survey, 
financial statements and any other pertinent data will be furnished by 
applicant upon request for your use or for the use of any lender. 

All fees for appraisals, survey, title insurance, title examination, ab- 
stract, legal fees, recordation, tax stamps, acceptance, loan fees or 
costs will be paid by applicant, in addition to other norm.i Closing costs. 
Applicant will promptly execute any lender's application and furnish such 
data, appraisals, and GOOD FAITH DEPOSITS, as required by the lend- 
iag institution. 

We will permit you to erect a sign on the property site, at your expense, 
to indicate that you arranged mortgage financing, and will provide you 
with a 8" x 10" glossy photograph of the finished building. 

Applicant warrants current control of the property either in fee owner- 
ship, or contract to purchase, or option to purchase, ora leasehold 
interest, etc., with sufficient time remaining within which to process 
this loan application to a firm commitment and closing by December 1, 1972 


AND FEES: 


as a GOOD FAITH DEPOSIT. XEOXBEX SCREEN PKC X SPH EN AEN RK 
PACS CHORDS X HM OOM SION HIRSH HNO AOR Said sum will 
be refunded without interest in the event that you do not deliver a loan 
commitment as herein described. In the event you do deliver such com- 
mitment, this deposit will be credited against the commissions due you 

in accordance with our agreement. 


each loan commitment delivered to us, which substantially coniorms to 
the terms and conditions set forth hereinabove, and/or any loau commit- 
ment accepted by us. Upon delivery of any commitment as aforesaid, 
THE GOOD FAITH DEPOSIT may be credited by you towards your total 
fee and the balance of your total fee, if any, shall thereupon become due 


and payable. 


involved. Therefore, we agree to pay you a fee as designated in paragraph 


Hato Rey, Puerto Rico 


TeL. Now (809_764 7171 


a nee |” 


Title Date: 


EV 192 


SUBMISSION CHECKLIST 
(X) = Items Still Required 


Plot plan showing site and surrounding streets or bighways 


Typical apartment plan for each type of apartment showing net leaseable area of each 


: Typical floor plan (Key Plan) or rental plan if commercial 


Outline specifications 


Two street maps of city - 5 
Mark one map with site, rent comparables and other 


points of interest, including downtown area 


Two aerial photos - ‘ 
Mark one photo with street listings, designation of 
North, points of interest, major buildings, etc. 


Specific address of subject property 


Site description 
Area and neighborhood description 


Schedule of income from reats and all other sources including parking, recreation etc. 
Itemized expenses (including RE tax details) 


Rent & Sales comparables (three) - 
Must include name of development, address, number of units 
age, distance to subject, apartment type, area of each 
apartment type, monthly reatal, rental per square foot, 
amenitites and recreational facilities and comments of loca- 


‘ tion, etc. 


including Architects and Engineers, on and off-site 


tremized cost of construction, 
and actual cash equities in the job to date 


improvement costs, actual land costs, 


Rendering and eievations 


Architect's area calculations of building, core areas, public and recreational areas 
etc. showing all the components, from net leaseable area to gross building area 


Authorization (attached) with required refundable GOOD FAITH DEPOSIT 
List of sponsors and resumes of their previous real estate activity 


Financial statements of principals and/or guarantors 


Financial statements of applicant mortgagor corporation or entity 


~ 
_ MAI Appraisal or Feasibility Study 


Rent roll showing each tenant, years of lease term, years of 
tax exemption granted & credit rating or report on the tenant. 


" tatest financial statement of Basic.. . 
Equities, the guarantor : k Siem D 


bana ® lab> 


SE ee a csc Ao) ee 


i>) 


EBBE FEB 28 yy 
JACKSON +. ae te 
BCURTIS. @k tier - 


fe + 4) 
INCORPORATED o Me a 1 


Established 1879 Members New York Stock Exchange, Inc. and other Principal Exchanges 


140 Broadway, New York, N.Y. 10005 = (212) 437-2121 
May 31, 1972 


Mr. Neil Montilla 
GPO Box 3529 
San Juan, Puerto Rico 00936 


Dear Neil: 


What has happened to our poor package, that we had 
hoped to gain time with by shipping Pan Am, is not to be 
believed. When my uicerfinally calms down I am sure I 
will find something funny to laugh about. As you will 
note from the enclosed receipt, the package was picked 
up at our office on May 24. As of this morning it is 
still "somewhere" in New York and I have everybody from 
the President down looking for it. Although they have 
assured me that it will get on a flight today, in order > 
to avoid further aggravation I am enclosing herewith a 
partial duplicate set of the documents originally sent 
to you. Nevertheless, we will acivise your:office as soon 
as we get a flight number on the original package which 
will go out under Airway Bill #026-2853-1882. 


The enclosed package basically includes the Horwath 
& Horwath Hotel feasibility survey, the Pedro A. Pons 
appraisal, the engineering quantity take-coffs and cost 
estimates, and the pertinent financial statements. Many 
of these documents are my only remaining copies, but since 
it would take another day or so to photostat, which ‘time I 
do not wish to lose, I am sending them along anyway, and 
would ask that you return them to me when our wayward 
package finally arrives. 


Includea also is the full package of our original 
authorization and subscyguent reauthorizations along che 
terms of FMI's quote, which I am grateful that you are 
holding for us.” Our co-brokerage agreement is also in- 
cluded. 


Pe 


You can pick up plans and specs and any other documen- 
tation that may be available directly from Mr. Pedro Fullana 
at his Fidelity Bond and Mortgage Company office at 1610 
Ponce de Leon Avenue, Santurce -- Telephone (809) 725 5858. 
Please do not hesitate to call on Mr. Fullana for any 
assistance you may require at this time, 


Bs soon as you are ready'to take a formal application 
for FMI, please advise me, at which time I will make arrange~ 
ments for the necessary parties to get together to sign the 
application and put up the required FMI Good Faith Deposit 
of $50,000. 


Please excuse the unpardonable delay on our part in 
getting the necessary documentation to you, but as you can 
see we had no control over events that occurred in the 

transmission. 


We look forward to a speedy approval and closing and 
funding of this loan, since my clients are most anxious to 
commence construction immediately, 


Best.personal regards. 


Sincerely 


a %/ “ Fl 
frtyvwGnw 
Leonard Wilkes, Director 

National Mortgage Department 


LW/je 
ec: Pedro Fullana 
Jack Berger 
Martin Cohen 
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n ian werto Rico 0926 COLLECTION 
| j SPECE AU INSTRUCTIONS INCL UOING CUSTOMER REFERENCE NUMBER ANG BILLING INSTRUCTIONS EXCESS VALUE 
SHIPPER S ACCOUNT NUMBER i | PCSIPKGS LENGTH WioTH OfPTH CUBIC INCHES ADVANCES 
NAME say OIMENSIONAL WGT - L8S 
Leonard Wilkes 
x 0 x 1 J + 
Pain on_§ 
STAEET ADDRESS f SHIPPERS COO 


140 Broadwa 


C.0.D. Shipment 


city STATE ZiP CODE if amount entered COO FEE 
’ 
Jew 7% k Mew Vork 10005 here by Shipper 
PICK UP | URIG AUVANCE CHGS | DESCRIPTION OF GRIGIN AOVANCE CHAAGES | O&ST ADVANCE CHGS DESCAIPTION OF DESTINATION AOVANCE CHARGES 
ZONE 


OTHER CHARGES —— CHARGES 


G.8.1L./6.T.R, NUMBER 


NO PCS WE:GHT DESCRIPTION OF PIECES AND CONTENTS PACKING MARKS NUMBER 


CHARGE — FOR CARRIERS USE ONLY 


DELIVERY 


PICK UF 


OTHER QuPrPeR Ss coo COOFR 


1ST RATE JRO RATE 


ITEMS PREZAIO SmiPPER PAYS 


ITEMS COLLECT CONSIGNEE PAYS 


ORIGIN SERIAL NUMBER 


———| 
026726726 | 
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PAINE, WEBBER, JACKSON & CURTIS DATE:_ June 14, 1972 
Incorporared 
National Mortgage Division 
140 Broadway ; 
New York, N.Y. 10005 RE: HOUSING INVESTMENT BUILDING 
ato Y, Puerto cc 
Gentlemen: 


| We hereby appoint you our sole and exclusive agent to make application for a loan or loans on our 
behalf, to any lending institutions selected by you, on the property hereinafter designated. This 
| authorization shall become effective upon acceptance by you and shall remain in effect for a per- 
| fod of: 45 days from the date of your acceptance and receipt of all necessary supporting data, 
per submission checklist attached, and such period shall be autornatically extended, unless ‘ 
terminated in writing, Except For First netreral Cry hint bevy amtfcted 
hivectly by Ourer. LW : 
1, PROPER DESCRIPTION: story office building - 172,615 sq. ft. plus 
§,000 sq. ft. of retail space. 


oe GROUND DIMENSIONS OR AREA: Plus 452 car parking garage 


3. LOAN SECURITY: First Mortgage Note or Bond, secured by the subject property, the 
applicant corporation, yas pxinxipeiscmmcshetxmixecxdincluding personal property and 
equipment incorporated in the realty and necessary for the operation of the subject real 

NER LR OIL ICREORARRRIER BD KBACLREED HR RSS: 


4 = RRS ES 


4. OTHER SECURITY: Assignment of all tenant leases, Gitta ccsnsmeseut cme 
Loan to be guaranteed by Basic Equities 


& Development Corp. 


FINANCING REQUESTED: Long Term Permanent Mortgage 


Interest-Fees-Partic. TERM Constant Nete| 


TYPE OF LOAN AMOUNT 


° 8 1/8 to 8.3/8 interest, 22- 
7.7 Mill |plus al ne time 27 liquidate 
commitment fee to lender yrs. in tert 


or lender's correspondent, 
or local originating 
agent. 


HOLDBACK & ACHIEVEMENT: Closing of top amount will be conditioned of 
occupancy of HIC, and of 5,000 sq. ft. of retail area with minimum of 
$50,000 gross rents. 


PRE-PAYMENT PROVISIONS: prepaynent 7 full allowed after expiration 
of one half of loan term at 105%, declining :% year thereafter to 1%. 


¢,/ Cae 


SAN JORGE OEVELOPME:TT, on 


i 


RE: Housing Inv 
Hato Rey, Puerto Rico 


REPRESENTATIONS BY APPLICANT: 


EV 197 
: a) Title to subject property will be marketable and insurable. 

b) Plans, specitications, contracts, cout breakdowns, appraisals, survey, 
financial statements and am” other pertinent data will de furnished by 
applicant upon request fr. your use or for the use of any lender. 

c) All fees for appraisals, survey, title insurance, title examination, ab- 
stract, legal fees, recordrcion, tax stamps, acceptance, loan fees or 
costs will be paid by applicant, in addition to other normal closing costs. 

* d) Applicant will promptly execute any lender's application and furnish such 
data, appraisals, and GOOD FAITH DEPOSITS, as required by the lend- 
ing institution. ‘ 
We will permit you to erect a sign on the property site, at your expense, 
to indicate that you arranged mortgage financing, and will provide you 
with a 8" x 10” glossy photograph of the finished building. 
Applicant warrants current control of the property either in fee owner- 
ship, or contract to purchase, or option to purchase, or a leasehold 
interest, etc., with sufficient time remaining within which to process 
this loan application to a firm commitment and closing by December l, 


9. DEPOSIT AND FEES: 


a) We herewith deposit with you, in escrow, the sum of$_ None 
as a GOOD FAITH DEPOSIT. 
’ Said sum will 
be refunded without interest in the event that you /> not deliver a loan 
commitment as herein described. In the event you do deliver such com- 
mitment, this deposit will be credited against the commissions due you 
in accordance with our agreement. 
We agree to pay you a total brokerage fee of_one % of the amount of 
each loan commitment delivered to us, which substantially conforms to 
Ube terms aud couditlons set focth lereinabwe, and/or any loan commit- 
ment accepted by us. Upon delivery of any commitment as aforesaid, 
THE GOOD FAITH DEPOSIT may be credited by you towards your total 
fee and the balance of your total fee, if any, shall thereupon become due 
and payable. 


understand: that-any—lending-institution-flnancing-ox-off: - 
request may-be_ interested in financing other projects in which we are 
directly involved. “Therefore, we agree to pay you a fe - oie in a. 
9(b), in the event that any such lendin; : 
months of s+ date hexeof;-tous; or < to any individtial;-~compan: or eerovaciee: ath 
which-we-or ‘any of our associates, principals, affiliates, sane s 
dtrect-or-indirect-essociation.-<—- 


GOVERNING LAWS: ~— The parties agree that the terms and conditions of this agree- 
ment shall be construed and governed by the laws of the Stats uf New York, and 
acknowledge that they have read this Agreement before signin, it, and have received 
an exact copy thereof. 


id 


. 


Applicant SAN JORGE DEVELOPMENT, INC. Address Suite G-7 Fomento Bldg. 
Hato Rey, Puerto Rico 
eA EMDR IC URI Ra a AE ro Ca ak 


Zip 
Tel. No..609)__764 7171 


Acce ed: Paine, Webber, Jackson & Curtis Incorporated 
BY: 


Hato Rey, Puerto Ri 
SUBMISSION CHECKLIST af ae eee 


OS Se 
(X) = Icems Still Required 


Plot plan showing site and surrounding streets or highways 


Typical apartment plan for each type of apartment showing net leaseable area of each 


Typical floor plan (Key Plan) or rental plan if commercial — 
Outline specifications 


Two street maps of city - we 
Mark one map with site, rent comparables and other 
points of interest, including downtown area 


Two aerial photos - 
Mark one photo with street listings, designation of 
_North, points of interest, major buildings, etc. 


Specific address of subject property 
Site description 
Area and neighborhood description 
Schedule of income from rents and all other sources including parking, recreation etc. 
Itemized expenses (including RE tax details) 
Renc & Saies compacabies (three) - 
Must include name of development, address, number of usiis 
age, distance to subject, apartment type, area of each 
apartment type, monthly rental, rental per square foot, 
amenitites and recreational facilities and comments of loca- 


* tion, etc. 


Itemized cost of construction, including Architects and Engineers, on and off-site, 
improvement costs, actual land costs, and actual cash equities in the job to date 


Rendering and elevations 


Architect’s area calculations of building, core areas, public and recreational areas 
etc. showing all the components, from net leaseable area to gross building area 


Authorization (attached) with required refundable GOOD FAITH DEPOSIT 
List of sponsors and resumes of their previous real estate activity 
Financial statements of principals and/or guaramors 
Financial statements of applicant mortgagor corporation or entity latest Basic 
i Equities 


MAI Appraisal or Feasibility Study 


SAN JORGE DEVELOPMENT, iu 


PAINE Mock 


WEBBER 
JACKSON 
& CURTIS 


INCORPORATED 


Established 1879 Members New York Stock Exchange, Inc. and other Principal Exchanges. . jj ( \ 


140 Broadway, New York, N.Y. 10005 = (212) 437-2121 ! rd 1) / / 
j RS ae / ( 


June 7, 1972 


; ments? foes 


Mr. Jack Berger, sere? wa 3. 
Executive V.P. - Finance ey 

The Melia Group - , FER 23 1oty 

30 E. 42nd Street 

15th Floor 

New York, New York @ t RO, ¢. Ss. R. 


° 


Dear Jack: 


The last thing in the world that I, or my department, or my 
firm wish to be accused of, or even subliminally thought of, is 
misrepresentation or deviousness in any form. 


As a consequence, we take great pains to go over each and 
every item of our application with our clients, particularly the 
items concerning fees and deposits, since these are the ones that 
hurt the most. 


I am sure that you recall my meeting with both you and Pedro 
in your office the day you signed our Application for Commitment 
(March 24, 1972) at which time we went over the application item 
by item after having acceded to a number of changes requested by 
you and Pedro. 


Please note in Item 8(d) on Page 2, a provision whereby the 
borrower agrees to execute the lender'sformal application and to 
put up any necessary good faith deposits required by the lending 
institution. This of course is the point that we are now at, and 
which apparently is causing some confusion, although you had clearly 
agreed to it at the time. 


In Item 9 of our application we spell out the terms of our fee 
arrangement and the Good Faith Deposit to Paine, Webber, Jackson & 
Curtis. This is clearly indicated as a refundable deposit to Paine, 
Webber, later to be applied to our earned commission on approval of 
the commitment. Nowhere in either section is there any language or 
indication that the two deposits are related or interchangeable, or 
that our Paine, Webber deposit was to be applied to the lender's 
deposit. 


-~2- 


Please note also that wherever we discussed "Good Faith 
Deposits" we did so in bold capital letters so that there be 
no missing these important provisions. The fact that Pedro 
has never paid a Good Faith Deposit to a broker innoway really 
changes the facts, nor the intent of the application. I can assure 
you that the great majority of the major league mortgage banking 
and brokerage firms insist upon a Good Faith Deposit to themselves 
before taking on any case, and certainly before taking on a case 
of this magnitude and of this degree of difficulty. As a matter 
of fact Sonnenblick-Goldman would have required a 1% Good Faith 
Deposit, while I accepted only a fraction of that amount. 


Be that as it may however, my concern now is the approval of 
Our application by FMI and a quick closing and funding of the loan. 
Even before you advised me of Pedro's reaction and I had already 
determined tc use our deposit to Satisfy FMI and requested our 
accounting department to draw the check for me yesterday. , 


I regret the misunderstanding and sincerely hope that after 
you and Pedro have had an Opportunity to review the facts as 
presented above, that you will understand my position as well, 
and will appreciate the fact that my agreeing to act contrary 


to the signed authorization will cause me some embarrassment 
with my firm. 


In view of this however, it is most important that there be 
no further confusion regarding payment of our fee, which will be 
earned and payable at the time of final commitment approval as 

spelled out in Item 9(b) of our authorization. 


Sincerely 


et ee 
Leonard Wilkes, Director 
National Mortgage Department 


ce i; fs ; ie ft 


LW/je 
Encl. 
cc: Pedro Fullana 
Martin Cohen 


aire es Pa 
ep at RE:_ Melia Apertotel walle 
* . Sla Verde, Puerto Rico 
8. REPRESENTATIONS BY APPLICANT: 


a) Title to subject property will be marketable and insurable. 
b) Plans, specifications, contracts, cost breakdowns, appraisals, survey, 
_ financial statements and any other pertinent data will be furnished by 
applicant upon request for your use or for the use of any lender. 
c) All fees for appraisals, survey, title insurance, title examination, ab- 
. stract, legal fees, recordation, tax stamps, acceptance, lean fees or 
_—— costs will be paid by applicant, in addition to other normal closing costs. 
| : -" d) Applicant will promptly execute any lender's application and furnish such 
( data, appraisals, and GOOD ‘FAITH DEPOSITS, as required by the lend- 
\ ing institution. cn NNR RRNA Ea Gee - ae a 
| e) We will permit you to erect a sign on the property site, at your expense, 
pis to indicate that you arranged mortgage financing, and will provide you 
with a 8” x 10" glossy photograph of the finished building. : , 
f) Applicant warrants current control of the property either in fee owner- 
ship, or contract to purchase, or option to purchase, or a leasehold 
interest, etc., with sufficient time remaining within which to process 
this loan application to a firm commitment and closing by or is 
g) Title polfcy to be supplied by borrower, and legal documents to be supplied and 
9. DEPOSIT AND FEES: -Ptepor borrower's attorney subject to approval by lender's attorney, 
$ Bi Ba 


ubject to full approval by lended. a 


=e 


a) .- We herewith deposit with you, in escrow, the sum of $50 /000 
as a GOOD FAITH DEPOSIT, to be deposited by you in the Paine, Webber, 
Jackson & Curtis, Incorporated-Special Deposit Account. " Said sum will 
; be refunded without interest in the event that you do not deliver a loan 
‘ . \ commitment as herein described.* In the event you do deliver such com- 
t \ naan this deposit will be credited against the commissions due you 
Sccordance with our agreement. *and within the authorized time limit. 
; b) We agree to pay you a‘total brokerage fee of 1.5 % of the amount of the 
| ; gach loan commitment delivered to us, whicl. s ‘sstantially conforms to 
the terms and conditions set forth hereinabwe, and/or any loan commit- 
ment accepted by us. Upon delivery of any commitment as aforesaid, 
_7THE GOOD FATTH DEPOSIT may be credited by you towards your total 
{  feeand the balance of your total fee, if any, shall thereupon become due 
and payablevat the time of final approval. 


i ieaicoreaal ince mee 


ay 


——— 
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10. We understand that any lending institution financing or offering to finance our loan 
request may be interested in financing other projects in which we are directly or in- 
directly involved. Therefore, we agree to pay youa fee as designated in paragraph 
9(b), in the event that any such lending institution extends financing within thirty-six 
months of the date hereof, to us, or to any individual, company or corporation with 
which we or any of our associates, ptincipals, affiliates, and/or subsidiaries have a 
direct or indirect association. 


ment shall be construed and governed by the laws of the State of New York, and 
acknowledge that-they have read this Agreement before signing it, and have received 
an exact copy thereof. 0 


‘ 


(enemas 
~ 


| 

| 

i 

| 
11. GOVERNING LAWS: The parties agree that the terms and conditions of this agree- 
| 

| 

| 

| 

| 

| 

| 


- San Juan, Puerto Rico 


Tel. No. 609) 725-5858 


UNITED STATES DISTRICT COURT 


SOUTHERN DISTRICT OF NEW YORK 


PAINE, WEBBER, JACKSON 
CURTIS, INCORPORATED, 


Plaintiff, 
-against- 


iNMOBILIARIA MELIA -DE 
PLERTO RICO, INC., 


Defendant. 


Deposition of Defendant, INMOBILIARIA 
. MELIA DE PUERTO RICO, INC., by JACK H. BERGER, 
pursuant to notice dated- September eu, £973; 
at the offices of Messrs. Dewey, Ballantine, 
Bushby, Palmer & Wood, 140 Broadway, New York, 


New York, on Tuesday, March 5, 1974 at 10:00 


o'clock a. m., before Walter Shapiro, a 


Certified Shorthand Reporter and Netary Public 


within and for the State of New York. 


DOYLE REPORTING, INC. 
CERTIFIED STENOTYPE REPORTERS 
132 NASSAU STREEY 
New Yorx. N. Y. 10028 


TELEPHONE BARCLAY 7-6441 


Appeavrvrane €e 


Messrs. DEWEY, BALLANTINE, BUSHBY, 
PALMER & WOOD, 
Attorneys for Plaintiff, 
140 Broadway, 
New York, New York 10005 
BY: KEITH E. McCLINTOCK, JR., ESQ., 
of Counsel. 


Messrs. WEISS, ROSENTHAL, HELLER & 
SCHWARTZMAN, 
Attorneys for Defendant, 

295 Madison Avenue, 

New York, New York. 


By: RICHARD F. HOROWITZ, ESQ., 
of Counsel. 


MR. HOROWITZ: On the record. 

I think we should put on the record that 
it is all right if my adversary will continue to 
use the same stipulations set forth at the 
beginning of the Wilkes deposition. 

MR. McCLINTOCK: That is fine. 

MR. HOROWITZ: Off the cement 

(Discussion off the record.) 
k H. BERGER), called as a witnes, 


having been first duly sworn by the Notary Public 


was examined and testified as follows: 


| ! 

| 
Berger 
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to 


EXAMINATION BY MR. McCLINTOCK: 


Q Mr. Berger, would you state your full name 


and address for the record, please? 


A Yes. Jack H. Berger. My residence is at 945 


Fifth Avenue, New York, New York, 10021. 


~] 


Q By whom are you employed? 
I am self-employed right now. 


Do you want the name of the company? 


Q Yes. 


Multi National Financial Services, Limited. 


Q How long have you been self-employed? 


Since January lst of this year. 


4 Q By whom were you employed prior to that time? 


By the Melia Organization of Spain. 


} 


pad 
ony 


Q How long had you been with Melia Organization? 


| 


Approximately four years. 
18 Q What positions did you hold in the Melia 
Organization? 


I was a member of the Board of Directors and I was 


A 


financial officer. 


their senior 
22 Q Do you continue with your relationship with 
the Melia Organization now? 


Yes. 


A 


te 
ro) | 


q: What ‘18 that?. 


| 

Berger sila 4 
2 A On a financial consuitancy basis. 
3 Q Is this pursuant to a written contract? 
4 A Yes,. 20. 28\ , 
5 Q Do you have any other business affiliations 
6 ; at this time? 
7 A No. . 
8 | Q Has your activity for the Melia Organization , 
9 been primarily in the real estate development area? 

+h 10 A In financing their hotels and condominiums around 

1] the world. 

. 12 Q In connection with your activities with the 
13 Milia Organization have you had occasion to use 
lt mortgage brokers in the past? 
15 A Very seldom. For the most part I went directly 

i 16 | to the funding institutions. 
7 Q But you have on occasion? 

<i 18 A Yes, Ihave on occasion. 

19 Q In the United States? 

; 90 A In the United States, yes. 

Me i Q In connection with your use of such brokers 

we ie have you in fact paid fees to them-- 

4 o4 A Yes, we have 
94 Q -- for their services? 
as 95 Have you entered into written agreements 


Berger 


with those brokers? 
MR. HOROWITZ: You mean has he ever or has he 
always or has he generally or what? 


Q Have you ever entered into written agree- 


| 


MR. HOROWITZ: Other than in this. situation? 


MR. McCLINTOCK: Other than in this situation 
with Paine, Webber? 
A You see, my role is to structure the financing 
and then all of the documentation normally goes 
directly from the -- in the few cases we have used 
brokers from the broker to the people in Spain. I 
usually get a copy but frankly once I have structured 
the deal I really don't, in effect follow through ae tate 


nitty-gritty. I am fairly sure in those cases where 


we did use brokers we had some written documentation. 
Q Would you retain copies of those documents 
in the file? 
A Yes, I would. 
| MR. MeCLINTOCK: - We woula like to have 
those documents, Mr. Horowitz. 
MR. HOROWITZ: For all occasions -- 
MR. MeCLINTOCK: Going back for the last 


three or four years, during the period of the 


to 


witness's familiarization with the Milia Organiza- | 


tion. 


MR. HOROWITZ: Let me just for clarity of 


the record seek to ascertain how many separate 


; Berger BR eet» § 
occasions during that period you think that you 


~] 


have used a broker? 


8 THE WITNESS: I would think certainly no 


more than on two or three occasions. 


10 MR. HOROWITZ: All right, we will take that 
under advisement. 
12 MR. McCLINTOCK: All vient, fine. 


BY MR. McCLINTOCK: 


Q Are you familiar with the organization 


called the Apartotel Management Corporation? 


A Yes, I am. 


Q Can you tell me what that is, please? 
18 je It is a real estate office that was set up in the 
States by the Milias to sell domesticly their condo- 


miniums. 


Q When you say domesticly you mean in the 


United States? 


In the United States. 


Q Are you affiliated with that organization? 


I was affiliated with that organization. 
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Q What position did you hold? 


I believe I was a director of that company. 


Where was -- 


Q 


2 A I may have been a secretary or treasurer, 


6 I am not sure, but I know I was a director. 


Where was that company's offices maintained? 


Q 


8 A They were maintained in the offices which I have 

9 recently taken over at 30 East Kond Street. They have | 
10 since moved. They are now at 580 Fifth Avenue. | 

1] Q They have been in New York, I gather? | ae 
12 A Oh, yes, they have been in New York for the past 
13 two or three years. 

14 Q Is the corporation a domestic corporation? 

15 A I selieve it is. 

{ 


Q Do you know what state it is incorporated 


in? : . : 
A No, I don't. ) | 
19 MR. HOROWITZ: ‘By domestic you meant : 
20 to imply continental United States as opposed ; 

to some territory or commonwealth or foreign 

country? 

’ MR. McCLINTOCK: Right. ie 
Q I will reframe the question to ask you this: | 


Can you tell me where it is incorporated? 


Berger 


No, I. don"t. I don't know. 

Q 
in Puerto Rico was first discussed with anybody con- 
nected with the defendant? 
A No, I cannot because I lived overseas outside the 
United States until roughly Sekenee or November of 1971, 
which is when I came to this country and I did not get 
involved with Mr. Cohen or any people related to this 


Puerto Rician thing until probably December or January-- 


December of '7l or January of '72. 

Q To your knowledge the idea had already been 
conceived prior to that time? 
A ee, 2 am pretty sure it was. 

Q When you first became involved with it, 
whom did you speak to with regard to what the plan was 


at that time? 


Well, I think the way -- let's see, the humble 


beginnings of my involvement were as follows: 

A friend of mine in Spain -- this may seem 
a little irregular, but this is the way it started. 
A friend of mine had a brokerage account with your 
branch on Park Avenue in the 50's, 57th or 56th Street 
and I went to see the manager of that brokerage office 


on a personal problem that he had with you people on a 


Berger 


security account. In the throes of talking to the man- 
ager he asked me what business I was in and I told him 
and he said, well, our people downtown might be very 
interested in doing something with you, why don't you 
contact them. | 
Now, I don't recall whether your people 

called me or whether I called them and I would say this 
is probably sometime in -- probably December of 1971 
and that is the first time I sort of focused in on this 
Puerto Rician thing. 

Q It was in connection with the approaches 
to Paine, Webber? 
A af don't recall whether your people from downtown 
called me or whether I called them but what really 
trigger the whole thing was this conversation I had 


with the manager of your brokerage office on Park Avenue | 


in the 50's, and then shortly thereafter I made contact 


with Mr. Cohen. 

Q With Mr. Cohen? 

Yes. 

Q Is it your testimony then that Paine, 
Webber put you in touch with Mr. Cohen? 
A No, no. After I had -- after Paine, Webber 


and I had made contact with one another about the 


Berger 


feasibility of doing something together in Puerto Rico, 


since I knew that Mr. Cohen was the principal Melia 


partner in Puerto Rico, I did it on my agenda that 1 
would call him and all this did was trigger or 
accelerate my snaet inne. Cohen whom I had not known 
prior to my arrival in the United States. 

Q I gather that the Apartotel project was not 4 
discussion with Paine, Webber until after you made 
contact with Cohen,. is that correct? 
A Il don't really recall. I don't really recall. 

Q Were you active in attempts to obtain 


‘financing for the Apartotel project in Puerto Rico 


A No, I was not. 


during that period of time? 


Q Were you aware of efforts to obtain financ- 


ine for this project? 

A I knew that there was a project in hand for Puerto 
Rico. I had no concept at the time, you know, how far 
down the road it was nor what efforts had been made nor 
even who was masterminding the thing but I had just 
arrived here and, frankly, I was more suncerned with just | 
getting my feet wet in tne U. S. market place. I was 
sent up here basically to be a liaison to the financial 


community on Wall Street and also try to get something 


Berger 


with an American concern. This thing. in Puerto Rico 
was sort of peripheral. Tt wasn't tep priority. 

Q To your knowledge who was first approached 
in connection with efforts to seek financing for this 
project by the star lelk cpitemenicnas 

MR. HOROWITZ: That assumes he has some 
knowledge. 

Q Do you have any knowledge of any approaches 
made to Paine, Webber or to others with regard to 
attempts to obtain financing? 

MR. HOROWITZ: Could we break that down a 
bit? { think it is a compound question that may 
produce a little confusion. 

Are you interested, first, in ascertaining 
facts regarding attempts or i achletat that were 


made before Paine, Webber was approached? 


MR. McCLINTOCK: Let's take it that way first. 


Q Were there any approaches, to your knowledge, 
made to others besides Paine, Webber to obtain financing? 
A I have no knowledge what took place prior to 
my contacting Mr. Cohen, which was in, as I said, 
December or January. 

Q When you contacted Mr. Cohen at that time 


do you know whether other brokers or other institutions 
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were also being spoken to with regard to this project? 
A I have no knowledge of that. 

Q To your knowledge the only one contempated at 
that time was Paine, Webber? 
A I don't really iia You see, what I did was, 
I contacted Mr. Cohen and suggested that we get together 
and get to know one another. In the course of an 
introductory meeting I did mention the fact that I had 
had conversations with Paine, Webber and throughout to 
Mr. Cohen, I said, You know, Paine, Webber is a possible 
vehicle that you or we might want to utilize and that 
was basically the sum total of my conversation with 
Mr. Cohen and it was agreed — we would get together 
periodically, you know, touch base and discuss 
Melia and so forth am so on. 

Q Did we later get in contact with you with 
regard to this project, Mr. Cohen, I mean? : 
A I think that somewheres down the roac he did 
suggest that we contact the Paine, Webber people and 
see what could be done in connection with this financ- 
ing, yes. 

Q Do you have any recollection as to when you 


made that first approach to Paine, Webber with regard 


to the financing? 


! 
! 
| 
! 
| 


, 
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You mean over and beyond the initial contact? 
Q Yes, the initial contact, that's right. 
It must have been late January or late February. 
MR. HOROWITZ: Of Tes 
THE WITNESS: Of Te. 
MR. McCLINTOCK: “ would like to have this 
document marked as Plaintiff's Exhibit 20. It 
is a letter from Mr. Berger to Mr. William Smith 
of Paine, Webber dated January 27, 1972. 
..- (Letter dated January 27, 1972 from 
Mr. Berger to Mr. William. Smith of Paine, Webber 
marked Plaintiff's Exhibit No. 20 for identifica- 
ok oe 
Q Mr. Berger, regarding Plaintiff's Exhibit 20 | © 
for identification, does this coinside with your recol- 
lection -- 
A Yes. 

Q When you made. the —— 
A I forgot about the fact that Mr. Fullana was here. 
It was either late January or early February that Mr. 
Cohen saia, "well, why didn't you explore possibilities 


with Paine, Webber. And I now remember that Mr. 


Fullana was up here sometime towards the latter half of | 


January and I took advantage of his presence here to come 


Berger 


down with Mr. Fullana to this office. 


3 Q Do you recall speaking with Mr. Smith and 


Mr. De Saint Phalle? 


A I do. 


6 Q Do you recall what the substance of those | 


discussions were with Mr. Susien and Mr. DeSaint Phalle? 
8 A Yes. I think the substance was whether Paine, 

Webber could in fact come up with the financing needs that 
10 Mr. Fullana outlined to them on ourPuerto Rician project. 


I, frankly, did not have an independent knowledge of the 


Puerto Rician project and Mr. Fullana who was down there 
and who in effect was masterminding it locally gave 
them a dovetailed explanation of what it was all about. 
15 Q Mr. Berger, I show you a document that was : 
previously marked as Defendant's Exhibit A for identi- 
fication and I ask you if you are familiar with the 
materials that are referred to in the body of that 
letter? 7 
20 A Let's put it this way. 

I never seen the financial statement of 


Basic Equities. If I have seen it I haven't, frankly, 


I may have physically have handled 


gone through it. 


24 it. I really do recall but I never evaluated the 


material. 
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MR. HOROWITZ: For clarity of the record, 
do you want to establish whether he has ever seen 
this document or a copy of it before? 

MR. McCLINTOCK: Yes. 

THE WITNESS: I really do not recall whether 
I have or I have not aeen it and what I am saying | 
if I did see them I did not, frankly, have the 
time or the interest to evaluate them. 

MR. HOROWIT. Have you ever seen this 
letter? 

THE WITNESS: Oh, this letter? 

MR. HOROWITZ: Yes. 

THE WITNESS: I may have. I really don't 


recall. 


following your meeting with Mr. Smith and Mr. De Sainf€ 


Q Do you recall what happened immediately 


Phalle with regard to further discussions with people 
at Paine, Webber? | 

A I think it was agreed that Mr. Fullana and/or Mr. 
Cohen were to provide the Paine, Webber people with 
all the necessary background documentation including 
financials, et cetera, and that Paine, Webber was 


going to evaluate that documentation and on the basis of 


that to decide whether or not they could come up with 
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to 


a financing that would meet the needs of the Apartotel 


in Puerto Rico. 


; Q Do you recall the next communication from 


w 


Paine, Webber with regard to the project? 


MR. HOROWITZ: You mean to include oral 


and/or written? 


MR. McCLINTOCK: Oral and/or written. 


No, EF do not. 


10 Q I. gather you did not speak with Mr. Leonard 


Wilkes at Paine, Webber at that first meeting, is that 


correct? 


13 A I do not believe so, no. 


14 Q | Do you recall when you were first put in 


contact with Mr. Wilkes? 


16 A Well, if I recall I think Mr. Wilkes had either | 
just joined the firm or was in the throes of joining 
18 the firm when we first made contact here, which may 


have been the reason that he wasn't in on the first 


meeting, I don't know. And I would say that we first 


21 met or spoke with Mr. Wilkes probably within ten days 
to two weeks after that initial meeting, I would think 
sometime -- 


24 Q Did you have a meeting with Mr. -- 


et 


I don't recall whether it was a meeting or whether 
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we talked on the phone. 
Q Do you recall what the substance of the 


discussion was that you had with Mr. Wilkes? 


1] 


| A Well, I think Mr. Wilkes indicated to us that 


in effect he was going to be heading up or was going to 


be one of the p_votal members of the real estate 
department. I think he also gave us a broad brush 
d€scription of his background, in effect trying to 
sell his capabilities, et cetera and indicated that he 
would roll up his sleeves and go to work on this. 

Q Was an application for commitment discussed 
at that time? 

A I don't recall. 

Q Mr.. Berger, I show you a letter which has 
Previously been marked as Defendant's Exhibit B for 
identification, dated March L3th, 1972. £oUds addressed | 
to you and it is signed by Mr. Wilkes and I ask you if you 
would mind looking at this. for a moment. (Handing. ) 


Do you recall receiving that letter? 


A I am sure I did receive it. £ @on't recall =~ I 
don't have total recall of having received this letter 
but I am sure, you know, I have no reason to believe 


that I did not receive it. . 


Q Do you recall whether you had had discussions 
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with Mr. Wilkes prior to the receipt of this letter with 
regard to the application for commitment? 
A I believe we did discuss it on hia telephone on 
One or two occasions. 
Q Did you discuss what the terms of that - 
application might be? 
A I believe we did. 
Q Do you recall what those terms were to be? 
MR. HOROWITZ: You mean per the discussion? 
Q Per the discussion? 
A What we basically discussed on the telephone was 
mainely the amount of money that would be available, 
the date of the maturity of the loan, the moratorium 
on repayment of principal and the debt service, what 
it would amount to. I was interested in -- really in 
Just the guts of the pobiad ten, I wasn't interested in 


the overall document. 


Q Did you discuss what Paine, Weboor's fee 


would be at that time? 
A I believe we. did. 

a] Did you also discuss the question of a goed 
faith deposit? 

I believe we did. 


Q - Do you recall what the substance of the 


Berger 


discussion on that point was? 
A Well, I think that Mr. Wilkes started off by asking 


somewheres in the neighborhood of one hundred thousand 


| 
| 
| 


dollars or certainly a figure in excess of what we finally 


or one hundred and fifty thousand dollars and I think 


agreed uvon, I don't recall whether it was one hundred | 


we whittled it down to, I believe, fifty thousand dollars | 


and it was agreed that the funds would be returned to the 


respective component -- to the respective principals | 


if the deal was not finalized within, I think it was a 
thirty-day period. I. don’sS recall, I haven't looked | 
at these documents in sometime. 
MR. McCLINTOCK: I have here another copy 
of a letter of March 13th, 1972 to you from 
Mr. Wilkes,this time with an ceacenee: 
I ask that the reporter mark this as 
Plaintiff's Exhibit 21 for identification. 
+s (Cony of a letter dated March 13, 1972 
from *;*. Wilkes to Mr. Berger marked Plaintiff's | 
Exhibit No. 21 for identification.)... 
Q Mr. Berger, I would ask ose to review frr 
a moment, to review the attached application for the 


commitment that is part of Plaintiff's Exhibit 21 


for identification. 
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All right. 


Q Does the information set forth in that attach- 


ment correspond with your recollection of the terms 
you previously discussed with Mr. Wilkes on the 
telephone? 


A Well, some of them don't, I think we had agreed 


that it would be fifty thousand rather than ninety 
thousand dollars in escrow and I don't recall the 
forty-five days. I was under the impression we 
agreed on a maximum of thirty days. The rest of it 
appears to be in line with what we discussed, yes. 

Q Did you at that time contact either Mr. 
Cohen or Mr. Fullana or others with regards to the 
terms of the commitment? 
A i think 17 2 seiuiy I was very meticulous in 
keeping them informed and also my people back in Spain- 
for the simple reason that I thought of myself as a 
conduit on the thing. And while I -- I strongly 
suspect that what I probably did when I got this was 
to make photostats and send off immediately a copy to 
the three parties, namely, Messrs. Fullana, Cohen 
and Melia, because I am very meticulous about this 


kind of follow-up. 


Q Do you recall what their reaction was to the 
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term of the application for the commitment? 

I think Mr. Melia's posture was, well, we have 
to look to Mr. Cohen, since he is a fifty percent owner 
of the project and the president of the company and since | 
he 1s in the States and is familiar with the modus — 
operandi up there. I chink he sort of threw the ball 
back in Mr. Cohen's lan. 

I don't recall Mr. Fullana's reaction at 
the time and I think Mr. Cohen's reaction if I recall 
was that he thought it was on the -- I think -- I think 
and I am not sure of Bate but I believe he thought that 
the terms were on the high side. 

Q Did you receive any correspondence from 
elther Mr. Cohen or Mr. Fullana about that time with 
regard to the ee for sae ene 
A i don’t think so. 2 Chink it was all basically — 


done on the telephone. 


Q Do you have any memoranda or notes of any 


kind that you may have kept regarding those conversa- 
tions? 
A No. 

Q After receiving the March 13th letter and 


the attachment did you then get back in toue¢h with Mr. 


Wilkes with regard to the application for commitment? 


‘ 
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Yes, I believe I did but I am not sure whether -- 
you see at some point Mr. Cohen sort of became -- 


sort of became more active and took over the negotia- 


tions. I don't recall whether it was further down 
the road or whether it ie at this juncture. I am not 
sure whether I went beck to Mr. Wilkes or Mr. Cohen at that 
point took over the negotiations, Frankly, I am not 
really sure. j 

Q Can you tell me what particular terms of 
the application were deemed to be objectionable or 
unacceptable? 
A I remember the escrow had to be put up as a good 
faith deposit. That was one thing people objected to. 
I think there was also some basic objection to the 


rate and; I think, if LT )pecall, correctiy, for some 


reason or other the thirty-day period extension in my 


mind. I think they may very well have objected to 


the forty-five days rather than the thirty days. 

Q Do you recall whether there was ever a 
meeting with Mr. Wilkes shortly after receiving that 
letter and attachment? 

MR. HOROWITZ: At which he was present? 

Q At which you were present? 


I don't recall. 
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Q Do you know whether there was a meeting 


| 
| 
| 
| 
involving others with Mr. Wilkes shortly thereafter? 
A I think there was. | 

Q Do you know who would have atteitied that | 
meeting? | 


A No. I would assume it would be Mr. Conen and/or 


Mr. Fullana. 

Q Do you recall whether your objections to 
certain terms of the application for commitment were 
resolved to your satisfaction? 

A To my satisfaction? 

Q Yes. 


A Well, I did not know that I was the 


on this thing was basically to be an introductory agent 
to put them together and merely to be a conduit wherever 
i could. i did not take a forceful position on this 
for the simple reason that I felt we had a U. S. 

partner who was able and therefore could carry the 

ball and, frankly, I was involved in other things which 
I considered to be much more important. 


Q Mr. Berger, I would now like to show you 


| 
negotiator in this. I was, as I say, my whole posture | 
| 


documents that have previously been marked as 


( 
Defendant's Exbibits C, D and E for identification. | 
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They consist of two letters dated March 27th and March 
29th, 1972 from you to Mr. Wilkes and a signed copy 
of an application for commitment dated March 24, 1972. 
(Handing. ) 
I ask you 2 a would review those papers 

briec.y. 

A Yes, I recall the two letters. 1268, 7, 
basically recall these documents. 

Q Does vhe application for commitment as 
Signed, which is Defendant's Exhibit E for identifica- 
tion, contain the terms that you and Mr. Cohen and Mr. 


Fullana had been ses!ing with regard to modifications 


of the original proposal by Paine, Webber? 
A Well, I would assume if Mr. Fullana signed 
it, those are the facts, yes. 

Q Do you recall discussing the content of this | 
application for commitment and by that I mean scbenicaets 
Exhibit E with Mr. Cohen and Mr. Fullana before Mr. 
Fullana signed it? 


A I don't recall the precise conversation but in 


all probability I did discuss it with them, yes. 


Q Do you recall the substance of those 


discussions? 


Well, as I say,I really {ust focused in on 


Am NO ts reece Ope oe cae Near ALA OE PRS A a NNR NO A RR RA A A EL a Ei PR i AION an na 2 ere, Nn ae amennene Oe NNN A Em i 
Nee sewn fe a ee ees 

— 

2 = 

SS nimetalsonntn ant OLR car Liana a —— 


xe 


ee RS: SO a a ee 


Berger EV 226) 25 | 


to 


basically the amoun. of the rate and the terms of 


| 
t Is that what you are referring to? 
5 Q I am talking about the entire -- 
6 A Frankly I did not read the fine print or get down 


to the nitty-gritty, because, as I say, I did not think 


| 
| 
| 
3 | repayment. 


do think that we discussed the amounts and in effect 


ei tsps antec np tates At AAA tee ENR ett 
. 


8 || of myself of being a principal in this thing, but I 
the terms and conditions of the loan;, I so recall discussing 
that. 
MR. HOROWITZ: When you said the rate, do 
you mean the interest rate? 
“THE WITNESS: Yes, the interest rate. 


Q Do you recall ever receiving this document, 


16 Defendant's Exhibit E, from Mr. Wilkes? 


17 MR. HOROWITZ: This document, do you mean 


18 to include any copy of that as well? 

19 MR. McCLINTOCK: The original is what I 
20 am referring to. 

n MR. HOROWITZ: This physical document, 


Mr. Berger. (Indicating. ) 
23 A I don't recall. oo 


Q Do you recall whether there was a meeting 


with mr .Wilkes involving either yourself or Messrs. 


. % 


| 


1 
| 


‘ 
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Cohen or Fullana prior to the signing of this document? 
A With Mr. Wilkes? 

Q With Mr. Wilkes. 

MR. HOROWITZ: A Meeting to discuss the 
document? | 

Q To discuss the terms of this document? 

No, I do not recall. 

Q Mr. Berger, I would like to call your atten- 
tion to Paragraph 4 of the application for commitment, 
Defendant's Exhibit E for identification, regarding 
what is termed "Other security," particularly I would 
like to call your attention to the last sentence of 
that paragraph where it states"the loans will be 
further guaranteed by Mr. Jose Melia, Senior, Mr. 

Padro Fullana, and Basic Equiti s and Development 
corporation." 

Do you recall discussing with Messrs. 
Mella, Cohen ane Seles the question of the guarantees 
prior to the tine this document was signed? 
A I think I did. 

Q Do you recall what the substance of those 
discussions was? 


A I was only concerned with Mr. Melia's guarantee 


and, you know, and told them before anybody could sign 
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anything that I would obviously have to get Mr. Melia's 
approval or his signature, which I subsequently did get. | 
| 
Q Were you able to get Mr. Melia's approval? 
A Yes. He said that if the other two principals 
were willing to give their guarantee that he would give 
his guarantee as well, ielenting that he could not 
give a corporate guarantee because Spain at that time and 
still does suffers from -inconvertibility and there- 
fore he would have to go to the Institute of Foreign 
Exchange to be able to give a corporate guarantee, but 
if the others were willirg to give adequate guarantees 
he was willing to go on the line personally. 

Q Had he advised you of this prior to the 
time that this document was signed? 
A I don't recall but it would be logical to assume 

Q Do you recall whether either Mr.Cchen or Mr. 
Fuslana mentioned any noobie that they might have by 
giving the guarantees called for at that time? 

MR. HOROWITZ: We are still talking about 
prior to the execution of this document? 
MR. McCLINTOCK: Yes. 


No, I dw not recall such conversation. 


Q Po you recall ever hearing prior to the 
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Signing of this document whether there might be any 
problem of the giving of such guarantees? 
A Prior to the signing of this eienecaiaceti, no. 

Q Mr. Berger, I would now like to call your 
attention to Paragraph 8, little d of this document 
which appears on the second page and I ask whether this 
particular provision was the subject of any discussions 
between yourself and Mr. Cohen and Mr. Fullana prior 
to the Signing of this document. : 

MR.. HOROWITZ: That provision contains more 
than one thought. Are you asking him about whether 
there was discussion concerning any of those 


thoughts or all of those thoughts or what? 


Q Let me ask if there was any discussion with 


A Yes, there was. 

Q Prior to the signing of this document? 

Yes. : 

Q Can you tell me what the substance of those 
discussions was? 


MR. HOROWITZ: I think this is somewhat 


| 
| 
| 
| 
| 
regard to the question of the good faith deposits? 
i 
| 


repetitious. He said that earlier they had wanted |; 
more than fifty thousand and they whittled it 


| 
down to fifty thousand. | 
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| 

| 

| 

That was the discussion. | 

Q Did you understand that this provision | 

related to the good faith deposit to be made with Paine, | 
Webber, Jackson and Curtis? ? 

AU It is my sticpenindnie in effect that you were 


acting as a conduit to FMI -- when I say you, I mean 


Paine, Webber, for the fifty thousand dollar deposit, 


Webber the money and they in turn were going to put 
that money with FMI to show our good faith. 
Q Did you ever discuss this particular 
provision, the good faith deposit with Mr. Wilkes 
of Paine, Webber prior to the signing of this document? 
MR. HOROWITZ: You mean other than the 


amount of the deposit? 


namely, that we were giving you the money, giving Patna: j 
e 


MR. McCLINTOCK: Other than the amount of .-th 
deposit. 
A Only in connection wen the fact that if the 
deal did not go through we wanted that money back as 
quickly as possible, and I think I even -- I think I aia: 
suggest to him that we might put it in interest bearing | 
or have FMI put it in an interest bearing account. 


Q Mr. Berger, I want to try to clarify the 


record. I would also like you to look at Paragraph 9 
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little "a" of this document and I ask whether the good 
faith deposit referred to in that paragraph was the same 
good faith deposit as referred to in paragraph 9-d, to 
your knowledge? 

A - I believe it is. 

Q i am afraid I wien forgotten. Was it your 
testimony earlier that the discussions you had with Mr. 
Wilkes with regard to the good faith deposit was 
limited to the amount? 

A To the s:ount that I thought it should be an 
interest bearing account and, frankly, I was under the 
impression that these moneys were going to be trans- 
mitted by Paine, Webber to FMI. 

Q Kow did you come to have that impression, 


if you recall?, 


A I don't know. Maybe I just automatically assumed 


that FMI were the ones who wanted, in effect, to have 
physical evidence of the fact that the applicants were 
really serious. 

Q At the time of the singing of this document, 
Defendant's Exhibit E, were you aware of the interest 
of FMI in this loan? 


MR. HOROWITZ: You mean spec’ fically by 


name? 
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MR. McCLINTOCK: By name, FMI. 


A Yes, I think I was, In fact, that is the only 


name that I ever heard Mr. 


Wilkes mention, yes, I think 


I was aware. 


Q Do you recall when you first heard the name 


FMI mentioned by Mr. Wilkes? 


8 | A I don't recall the exact date but it must have 


been sometime in March. 


Surrounding your first hearing the name FMI? That 


10 |i Q- Do you recall any of the circumstances 
might help you refresh your memory as. to when that 


exactly occurred. 


MR. HOROWITZ: You want him to tell you what! 
15 | ts said about FMI? 
17 A 


I think Mr. Wilkes felt that the peculiarities of 


16 | MR. McCLINTOCK: Yes. | 
| 


18 this deal in Puerto Rico lent themselves to a real | 
19 estate trust such as First Mortgage Investors and I 
20 think he indicated that one, they were very liquid, 


two, that taney were interested in Puerto Foco and, 


2) | third, that they were as he referred to them as a 


Swinging organization. 


24 Q Did he indicate to you that he had already 


made contact with FMI with regard to this specific loan? 


4s 


| 
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This.Dudon't recall. This I don't recall. 


: Q Do you recall when you first became aware 


that FMI had been approached about this specific trans- 


action? 


ele I don't think I could pinpoint it beyond the fact 


that I am sure it took place sometime in March. But 


whether it took place on the date that this thing -- 


that this document was signed or whether it took place 
a few days prior to this or a few days after this, = 


don't recall. 


Wilkes about FMI's interest in this transaction? 


A What their interest was? 


Yes. 


12 Q Do you recall what you were told by Mr. 
Q 


16 MR. HOROWITZ: What you were told about 
Mw their isterest. 


18 A I was told that he seemed -- he thought them 


apparently -- he or Paine, Webber, I don't recall which, 


{ 

19 peculiarly well suited to, do this deal and that he | 
were very well entrenched with FMI. I think at some 
point he indicated that Paine, Webber had even taken j 

FMI public or acted as their investment bankers, So there | 


He went a long 


#AS a very close relationship there. 


ways in certainly assuring me that the deal would be 
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done with FMI. 
Q After the application for commitment with 


Paine, Webber had been signed, do you recall what the 


A Well, I believe Mr. Wilkes transmitted all of the 


| 

| 

| 
next step taken in connection with the transaction was? 
information plus whatever documentation was submitted to 


‘ 
H 
i 


sometime around then { believe he made a personal visit to ° 


| Paine, Webber down to FMI. I think that somewheres -- 
FMI, in effect supplementing the presentation of the 


documentation. I think he wanted to make a personal 


a 10 

1] 

12 pitch and came back from that visit, as I recall, sort 
of exhilarated and reconfirmed that it appeared that 
as we had a deal with FMI and indicated that he had 

| talked to very senior personnel down there -- I don't 
| recall their names -- and that they seemed to be very 
formality that it did have to go to -- I don't recall 
whether he said the credit committee or the trustees, 


but that this was basically a formality and he expected 


{ 

| 

: 

18 | 
20 | 
21 | the de.il to be done. 


much taken by the project and it was just basically a. 
| 


99 Q Did he at that time assure you that the 
a3 deal would be done? 


24 MR. HOROWITZ: I am going toe object tothe 


form of the question. If you ask him what he 


25 
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to 


Said, I have no problem with that. But an 
assurance takes on legal connotations similar to 


a representation and I think it would be more 


an 


appropriate to let the court draw the inference 


from what Mr. Berger and others remember of the 
conversation. | 
I will direct him not to answer the question 
in that form. 
10 


Q Do you recall what else he may have said, 


if anything, other than what you just described? 


A No, outside of the fact that, you know, I sort 


of kept bludgeoning of asking him, you know, are you 


certain that this thing, if it is in the ballpark and 


eee eee —————————————————————__: 


he kept assuring us that he felt that we would get the 


financing. And the only other concern I had was the 


time factor and I kept telling him this thing should not 


drag out too long. I think interest rates were on 


the way up at the time and I was concerned about the 


cost of money and we didn't want -- I was also concerned 


5 . _ ~ 
o-) “I 
—————— 


about sort of hanging in limbo for too long a period of 


29 time. He assured me he was putting the maximum 


pressure on them and he expected a fairiy quick answer. 


24 Q Were you in frequent contact with Mr. 


Wilkes after the signing of the application for 


? 


ta 


uw 
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commitment ? 
A I think we may have talked an average of once 


every ten days or every two weeks, yes, on the telephone. 


Q No more frequently than that? 
A No. 
Q Mr. Berger, I would like to show you a 


| 
| 
| 
| 
| 
| 
| 
document that has previously been marked as Defendant's 
Exhibit F for identification. It is a letter of April | 
28th, 1972 addressed to you signed by Mr. Wilkes cf | 
Paine ,Webber. I would like to draw your particular | 
attention to the first line of the letter. It starts | 
out with the phrase, "In all the excitement of the past | 
couple of weeks..." 
Do you recall what Mr. Wilkes was referring 
to when he used the phrase in all the excitement of 
the past couple of weeks? 
A No, but I assume he was getting into harness at 


Paine, Webber. As I say. he had joined them I think 


only a month or two prior to that and I think he had a 


number of juggling acts in the air and I guess that plus 
trying to pursue our own project is what he referred to. 
Q He goes on to say, "Regarding the active 


interest in the Melia project." 


I would like to specifcally focus you on the 
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question of whether there was a great deal of excitement 
or activity with rerard to that project that he may have 
been referring eo 

MR. HOROWITZ: If you know. 


Q If you know. 


A I think I am slightly more perhaps lLlow-keyed than 


he is and maybe he was excited over this thing, I don't 
know. 

Q no specific events remain in your mind 
that he may have been referring to? 
A No. 

Q Have you had a chance to read the remainder 
of the letter? 
A No, I haven't 

Q Would you take a moment to do that, please? 

Sure. (Pause. ) All right. 

Q Pirst, do you recall receiving the letter? 

768, 1 do. | 

Q Do you recall what you did with the letter 
after you had received it‘ 
A I don't but I -- knowing how I operate I am sure, 
one, I did not sign it, and, two, I am sure I made 
shotostass of the letter and sent them off as I had done 


previously with other documents to the three principals. 
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Did you discuss with the three principals 


the possibility of signing this letter? 


A No, I don't think I did 
Q Do you recall any discussions at all relating | 
to the question of whether this letter should be Signed? | 


A No, mo, i don't. 
Q Do you know whether they discussed among 
themselves the issue of whether this letter should 
be signed? 
A I do not know. 
Q Did you ever hee anything from either of 
the three principals regarding whether or not they did 
sign this letter? 
A I think I did. A Cine that I heard either 
from Mr. Fullana or fron Mr. Cohen that they had signed 
the letter. | 
Q This letter? 
I believe so. 
Q Do you recall the substance of the discus- 
sion that you had? 
A No, I don't. 
MR. HOROWITZ: . Off the record. 
(Discussion off the record.) 


During the month of April, 1972 and 
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w to 
== 


| 
| 
going over into May of 1972 were you in communication | 
with Mr. Wilkes regarding additional materials that 
4 might have been needed for Purposes of processing 
> | the application fos the loan? 
6 A I probably was. I don't recall the specific 
7 conversations nor the nesieie dates but I probably 
8 was. 
9 Q Do you recall the subject matter of the 
10 conversations? 
1] A No, because they sort of kept surfacing and I 
12 | don't know whether it was Paine, Webber or whether it me 
13 FMI but periodically with 211 sorts of requesting | 
a ade *tional information and all I did in effect was | 
15, transmit their requests to the principals involved. | 
16 Q Do you recall what items specifically were 
ee requested? 
18 MR. HOROWITZ: In April or May? 
19 Q in April of May ap 1972? 


No; 1 .d0n't. 


Q Mr. Berger, I would like to show you a 


29 document that was previously marked as Defendant's 


93 Exhibit G for identification, which is a page of 


4 handwritten notes dated May 8, 1972 and has the phrase, 


25 "For Jack Berger" at the top of the page and I would 
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to 


like you to take a look at that for a moment, if you would. 


(Handing. ) 


or 


Q Do you recall speaking to Mr. Wilkes with 


| 
| 
| A All rigsnt. 
regard to the marketing program during this period of 


| 
| 
time? | 
8 A I don't recall specifically, no. | 
9 Q Do you recall whether the market program in | ° 
10 the exhibit had been provided to the lender by that 
. 1] time? 
| 12 | A i don't. re¢eali. 
i 
13 Q Do you recall if the market program was ever | 
14 provided? 
| 15 A I am sorry, I don't recall. 
16 Q Item B, cia eonetouceion contract is the | 
| 


timetable, do you recall any discussion about this 


topic with Mr. Wilkes? 
19 A I don't recall that either. 


Q How about item C? 


That I recall. 


Q What were those brochures? | 


2% A They just wanted a cross sampling of the sales 
o4 elements, namely, whatever printed material Melia had 


and had utilized in the past for the sale and 


to 
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o 


descripticn of their condominiums. 


Q Did you provide those materials to Mr.Wilkes? 
A I believe I did. 

Q Do you recall when you gave them to him? 
A No, but -- no, I don't recall specifcally when I 


Gave them to him but I assume it was given to him within 
thirty days of the date he requested them. 
Q Would you have in your files any correspon- 
dence relating to establish when they may have been 
sent to Mr. Wilkes? 
A I really don't know. I will have to ek hae to 
Spain to get the brochures or if I had any in my office 
at the time. 
Q I wonder if I could ask if it is not too 
burdensome to see if there was correspondence? 
MR. HOROWITZ: Correspondence between whom? 
MR. McCLINTOCK: .. Mr. Berger and Mr. Wilkes 
on the one hand and Mr. Berger and Spain on the 
other. 
MR. HOROWITZ: Okay. 
Q Moving down the list, the next item is 
sample offering prospectus. 


A Yes, I remember that. 


Q What was that? 


4 


| 
| 
| 
' 
| 


| 
| 
| 
| 
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A The Melias had dore an offering here in the State 
of New York on a Spanish Condominium and I believe I had | 
in my office one or two copies of the prospectus and I 


believe I did send that shortly after his request to Mr. 


request for the information to Madrid. 


Q Do you recall whether the information came 


: 
| 
| 
| 
6 | Wilkes. 
| Q Item E, it says, sales and performance helps, | 
8 | Melia, Madrid. | 
9 Can you tell us what that item is? 
: 10 A Yes. The Melias have a large condominium in 
| i | Madrid which had been finished shortly before this | 
12 | request and I think he was asking for the nitvy-gritty 


a 13 on this condominium and I believe I did transmit his 


back from Madrid about that time or shortly thereafter? 


17 A I don't recall. I don't recall whether it did 


18 or did not, but I assume that it did. Now, whether it 


went directly to Mr. Wilkes or whether it was funnelled 


to me and I in turn sent it on to Mr. Wilkes, this I 


don't recall. 


Q Your recollection is that that information 


was readily available, though? 


24 A I don't know if it was readily available. I 


I don't 


think it was made available to Mr. Wilkes. 


Berger EV 243 42 


to 


! yecall whether we actually had that information in hand 


| at the time he requested it but if it wasn't in hand 
I am sure it was prepared. 

Q Do you have any idea how long it may have 
taken to get that to him? 
A No. 


Q Item F says," signed financials - less than 


six months old." 


he wanted some financial statements on the Melia 
organization in Spain and there again I think I trans- 


mitted his request to Spain. I don't recall specifically 


A I think what Mr. Wilkes was referring to there was, 
Wilkes nor how they were given to him, but I assumed 


| 
| 
the date on which the financials were given to Mr. | 
that they were ultimately provided by the Melias. | 


MR. HOROWITZ: Either directly or through: you 


18 as a conduit? 

19 THE WITNESS:. Exactly. I just don't 
20 recall how it was done. 

21 Q What about Item G, plans and Specs, do 


you have any recollection as to what that involved? 


No. 


A 


24 Q Do you know whether anyone else undertook 


to provide that to Mr. Wilkes? 


@ 
Berger 


to 


| 

| 

| A No, I do not recall. 

| Q During the same period of time, April and ! 


May of 1972, do you recall discussing with Mr. Wilkes 


ua 


the terms of the proposed loan to be applied for with 


| 

| 
6 FMI? | 
‘ A Not specifically, no. | 
8 , Q Do you recall whether there were any dif- 4 
9 | ficulties of any of the materials that were being con- 2 
10 | sidered during that period of time? | 
1 MR. HOROWITZ: Difficulties on whose part? | 
12 , MR. McCLINTOCK: From the standpoint of the 

Mas No, I think the only thing we were all concerned 


about was the time factor. As I say, if I recall, we 


13 Defendants with regard to the terms. 


started sort of getting down to specifics in late March 


or early April and I think that by May everybody was 


Q Mr. Berger, I. would like to show you a 


getting a little concerned about closing this thing. 
document which was previcusly marked as Plaintiff's 


Exhibit 2 for identification. 


It is a letter dated May 


12, 1972 from Mr. Wilkes to Mr. Fullana and with an 


indication that a copy went to you. Attached to it is 


24 H a second letter of the same date from Mr. Wilkes to Mr. 


25 Fullana. I would like to draw your attention to the. 


to 


ve 


| 
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| 
| 
first letter and would you take a moment to read that and. 


review it? 


| 
| 
| 
| 


(Pause. ) 
A All right. 
Q Do you ies receiving a copy of that letter’ 
A I don't specifically recall receiving it, no. 
Q Do you recall discussions with Mr. Fullana 


with regard to the events referred to in this letter? 
A No, I do not. 

Q Were there any discussions with Mr. Cohen 
regarding this? I particularly want to es of any 
conversation concerning the application with FMI. 

A No, I do not recall any discussions with Mr. Cohen. 

Q Were you in contact withMr. Wilkes . with 
regard to the application to be submitted to FMI for 


a loan? 


to keep myself updated on where we stood and therefore 
I was concerned primarily with the time factor, so I 
think I did call him maybe once or twice or three times 
a week -- a month to ascertain just where we stood. 

Q Do you recall any discussion focusing 


specifically on the question of submitting a formal 


application? 


| 
| 
| 
] 
A I think I periodically called him to, you know, 
| 
zt 
| 


& 


* 


NGO, 1 €o not. 

S- B you recall discussing the question of any 
delays that were being encountered in connection with 
this? 

MR, HOROWITZ: I am going to object to that | 
on the basis that the way the question is phrased, 
there is an implicit assumption that there were 
delays. . I chink you can rephrase the question. 

MR. McCLINTOCK: All right, I will rephrase 
it then. 

Q Do you recall whether there were problems 
or delays in getting a formal application submitted to 
FMI? 

A No, I do not. I was also under the impression 
that the delays were oh bee part of FMI and/or Paine, 


Webber. 


Q Did you communicate with Mr. Wilkes after 


receiving this letter? 

A I don't recall because I don't even recall 
receiving this letter. Obviously I must have received 
it because it reflects a copy to me, but I do not 
recall, one, having received the letter, and, two, 


having any specific conversations with him during this 


time period about the letter. 


ae 


to 
on 


| the letter with Mr. 
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Q What about the second letter attached also 


dated May 12 from Mr. Wilkes to Mr. Fullana? 


A I don't specifically recall receiving this. 


MR. MecCLINTOCK: I would like to have marked | 


as Plaintiff's Exhibit 22, a copy of a letter 


dated May 8th, 1972 on the Paine, Webber letterhead | 


addressed to Mr. Pedro Fullana signed hy Mr. 


Leonard Wilkes. 


(Copy of a letter dated May 8, 1972 on 


eee 


the Paine, Webber letterhead addressed to Mr. 


Pedro Fullana signed by Mr. Leonard Wilkes, 


marked Plaintiff's Exhibit 22 for identifica- 


nn ae eee 


would you take a moment to read 


Q Mr.. Berger, 


that letter. 


A Sure. (Pause. ) All right. 


Q I notice on the second page there is an 


indication that a carbon copy was sent to you. 


Do you recail receiving a copy of that letter? 


A No, I do not specifically recall receiving this 


letter. 


Q Do you recall discussing the contents of 


Wilkes about that period of time? 


ve but I don't specifically 


A I may very well ha 


| 
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recall the conversation. 


3 Q Do you recall any discussions with either 


Mr. Cohen or Mr. Fullana regarding the terms of the 


proposed loan with FMI as outlined in that letter? 


recall specific conversations. 


Q Do you recall whether Mr. Cohen or Mr. 


6 A There again I may have done so but I don't 


9 Fullana voiced any objections to any of the specific 


terms referred to? 


1] A I do not have any recollection of that at all. 


Q To the best of your recollection, were 


outlined in that letter generally 


those terms as 


acceptable to you and Mr. Cohen and Mr. Fullana? 
15 A Well, as far as the Melias were concerned I 


reiterate what I said previously. We were in effect 


putting our ball into Mr. Cohen's and Mr. Fullana's 
< hands and whatever their concensus was we, unless ~~ 
we went along with. 


Q I also would like to show you,Mr. Berger, 


Plaintiff's Exhibit 3 for identification, a letter 
dated May 22, 1972 from Mr. Wilkes to Mr. Cohen, and 
I ask you to take a moment to review that. 


MR. HOROWITZ: For the record, that is the 


originai of which Exhibit B to the complaint is a 


to 
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photocopy, is that correct? 


3 MR. McCLINTOCK: That is correct. 


Q Again there is an indication at the bottom 


of the letter that a copy was sent to you. 


Do you recall receiving a copy? 
o 


~) 


A I do not recall specifically receiving this 


letter. 


Q 


Do you recall discussing with Mr. Cohen or 
bir. Fullana the question of whether the letter should 


be signed by either or both of them? 


A tf idol not. 


Q 


Do you recall being informed by Mr. Cohen 


| 
that he was going to sign the letter? | 
15 A I do not. | 


16 Q On the second page of this letter, in an 


indented parag~aph marked F headed, "Guarantor's" which- 


indicates Basic Equities and Marles Equities were to 
19 be released from any guarantees of the loan. 
20 Do you recall what che problem was with regard. 


! 
i 


to their guaranteeing the loan? 


MR. HOROWITZ: I object to the word 


problem. 


Why don't you rephrase that to avoid 


the problem, the problem with your question. 
ee 
25 Q Do you recall the reason why basic equit.es 
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and Marles Equities were to be released from the 
guarantee? 


A I believe Mr. Cohen indicated to me at some 


point -- I don't recall whether it was done over the 


telephone or personally that there was an existing 


loan at the time with some other funding institution 

and I am referring now to Basic Rquities. Marles 
Equities I am not familiar with. Basic Equities -- 

and that that Loan precluded their either taking on 

eu tapeinh liabilities or in fact any liabilities of any, 
kind and therefore he could not provide the basic 

equity guarantee, at which point I told him he better 
discuss that directly with Mr. Melia in Spain, since this | 


was a pivotal thing and I had no discretion or authority 


to negotiate this matter with him. 


Q Do you know whether he did talk to Mr. Melia 


about this? 
A I believe he did. 

Q Do you know if that was by telephone or do you 
know if he went over to Spain to eet with him? | 
A I believe it was by telephone. 

Q Were you advised as to what the results of 


those discussions between Mr. Melia and Mr. Cohen were? 


A I really don't recall. It would seem logical 


23 


to 


uw 


| 


{ 
| 
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that I would be but I really do not recall. 


Q Do you recall having any discussions with 


| Mr. Wilkes prior to the date of this letter with regard 


to the question of who would guarantee the loan? 
A I believe I did. 4 

Q Do you recall what the substance of those 
discussions was? 
A Well, there again I think it probably revolved 
around Mr. Melias guarantee, since I made it a point, 
frankly, mot. to gec.—— not to spill over to the other 
two gentlemen. I tried to restrict my activities in 


areas that were directly related to the Melia group. 


MR. McCLINTOCK: I would now like to have 


marked as Plaintiff's Exhibit 23 for identifica- 


tion a copy of a letter dated May 30, 1972 


addressed to Mr. Francisco Melia from Mr. Wilkes. 


...(Copy of a letter dated May 30, 1972 


from Mr. Francisco Melia to Mr. Wilkes marked 


Plaintiff's Exhibit No. 23 for 4a@entification.)... 


Q Mr. Berger, if you could take a moment 
to read that letter. 
(Pause. ) 


I think you only need to concern yourself 


with the first three paragraphs. 


| 
| 
| 
| 
| 
| 
| 
| 


| 
| 
| 
| 
| 


| 


Right. 
Q Does that refresh your recollection at all 
as to what transpired between Mr. Cohen and Mr. Melia 


regarding the issue of the guarantee? 


A No. I remember the luncheon quite well but I 


don't -- see, Mr.Melia's -- 
Q What was that luncheon, if you can tell me? 

A Mr. Melia was in town very briefly and I suggested 
to the Paine, Webber people that it might be both 
courteous and productive to have them meet Mr. Melia 
since all their negotiations had been, you know, either 
with Cohen and Fullana or peripherally with me: and=they 
seemed to think this was a good idea, so I think Mr. 
de Saint Phalle and Mr. -- the first Paine, Webber's 
man that surfaced, Mr. Smith and Leonard Wilkes and 
possibly another gentleman were all in attendance gave. 
them a luncheon in this building as I recall at oe 
time Mr. Melia gave them a broad brush picture of where 
the organization was to go. 

I don't pape a specific discussion about 
the Puerto Rican situation. It was more or less a 
conceptual and social gathering. 


Q Could that luncheon have occurred shortly 


before the date of that letter, do you think? 


Berger 


I would think so, yes. 

Q Do you recall what was said regarding the 
Puerto Rican Apartotel situation at that luncheon? 
A I think very little. There again Mr. Melia 
probably triggered from me prior to going to the 


luncheon and was focusing in on the time factor and I 


think that reassurances were given that FMI was very, 


very seriously interested, that it was just a question 


of weeks or days before this thing would be completed, 


because Mr. Melia's posture right from the very start 

has always been that we basically have to depend upon 

the Fullanas and the Cohens to negotiate this deal. . 
MR. McCLINTOCK: I would next like to have 


marked as Plaintiff's Exhibit 24 for identifica- 


tion a copy of a letter dated May 31, 1972 addressed 
to Mr. Neil Montilla from Mr. Wilkes of Paine, | 
Webber. 

see (Copy of 2 letter dated May 31, 1972 
addressed to Mr. Neil Montilla from Mr. Wilkes of 
Paine, Webber marked Plaintiff's Exhibit No. 24 


for identification.)... 


Q Mr. Berger, would you take a moment to read | 


through that letter? 


A Yes. 
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Q Who is Mr. Montilla? 


I believe that he is associated 


LE. don't: know. 


A 


with this Berens firm down there but I never met the 


gentleman and I don't -- frankly, I didn't recall his 


name prior to this letter. 


~ 


indicates that a copy was sent to yor. 


Do you recall receiving a copy of this letter? 


Q For the record, I note that the letter 
| 
| 
| 


25 Q Do you recall whether such a study was made? 


A Not specifically. | 
11 Q Going to the second paragraph of the letter | 
12 on the first page there are a number of items referred | 
13 to as being enclosed in the package, the first of which |, 
14 is the Horwath & Horwath Hotel feasibility study. ] 
15 Are you familiar with that? 
16 A I am familiar with what Horwath & Horwath does. | 
17 I probably have a copy or did have a copy in the office. | 
18 Horwath & Horwath is an accounting firm that vossiniicek 
19 in hotels and the Melia organization had used them many 
20 times previously when they make their presentation to 
1 the funding institutions. 
99 Q Was this feasibility survey regarding the 
93 Apartotel in Puerto Rico? 
24 A Yes. 

5 


to 


wn 
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A Yes, one was made. 

Q Do you recall whether you had asked them to | 
make such a study yourself? | 
A No. I believe that that was arranged prior to my | 
arrival in the States anc that is more of an operating 
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thing than a financing thing. You see, the Melia . 
organization was then structured so that you basically 

had a senior officer in the financial area, namely, 

myself and a senior officer in the operating end and I 

did not move into the picture until all the nitty-gritty | 


stuff had been gotten. This must have been ordered from, 


Spain by my operating counterpart long before I arrived 
in New York City because it usually took anywheres 

from thirty to nineth days, depending upon how much 
basic information was apatiauke to complete this kind of 


: 
: 
Q 
a 
| 
| 
| 
| 


feasibility study. 
Q Do you recall sending a copy of this study 
to Mr. Wilkes? 


A I know he received a copy. I don't recall 


| 
whether I was the one who forwarded it or whether he | 


got it directly from Spain or from one of the other 


principals. I do know he had a copy. 


Q Do you know when he received it? 


T don't recall, no. 
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| 
, | Q The next item referred to is a Pedro A. Pons | 

3 | appraisal. Do you know what that was? | 
A I think that refers to what is known in the trade | 
ie quantity appraisal. In cther words, they go | 
6 || over the entire project and adjust the cost projections } 
Q in line with the existing market place on specific items 2 
8 || such as steel, concrete. In other words, you first -- | 
9 the Melias usually make their own in-house projection 
10 of cost and then to double check themselves they 

1} usually take on an outside quantity appraiser who 


updates their report and makes sure that there have 


been no lapses. 


14 Q Do you recall when this appraisal was 


prepared? 


A No, I do not. There again this was probably 


a 


requested by my then operating counterpart. 
18 Q Who was your operating counterpart? 


A A man by the name of Manuel Coranado. 


Q Is he located in Puerto Rico? 


He is located in Madrid. 


Q Do you recall sending a copy of this 
appraisal to Mr. Wilkes? 


24 A I do not. 


Q The next refers to an item called Engineering 


f 
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4 | 
: | Quantity Takeoffs. Do you know what he is referring | 
3 | to? | 
ee No, I do not. | 
a Q And then cost estimates? | 
6 A There would appear to be a redundancy there 
7 between Pons's appraisal and the cost estimates. I | 
I 
8 don't know. This is all very technical nitty-gritty 
9 which I am not familiar with. 
10 | Q He next refers to some financial statements. | 
1] Do you recall sending Mr. Wilkes any financial state- 
12 I ments on the date of this letter? . 
13 | A I don't recall specifically, but in all probability, 


I was the one who sent him the Melia financial statements, -” 


15 if that is what he is referring to. If he is refer- 


ring to Fullana or basic equities he would have 


it | received them directly from those principals. 


18 Q Would you by any chance have copies of the 


cover letter to Mr. Wilkes somewhere in your files, 


if in fact you did send these materials directly to 


him? 


| 
29 A I don't recall. I can certainly double check. 
Q I ask you to do that to see if there is such 


a letter. 


A cover letter for Melia 


MR. HOROWITZ: 


to 


w 


‘ TT 
een ie en enone an 
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financials, all right. 
Q Or any financial statements that may have 
been sent to Mr. Wilkes by you? 
A I think Mr. Wilkes would have them, wouldn't he, 


if I had sent the letter. One of the problems I have 
is a practical problem. Since I have taken over my 
own firm I have packaged all of their stuff. 

MR. HOROWITZ: We will take it under 
advisement. We will have to see how difficult 
it would be to look for it. 

THE WITNESS: I will look. 

MR. McCLINTOCK: For the record, our docu- 
ment request calls for a number of things that may 
well be in Mr. Berger's files. 

Did you look through Mr. Berger's file in 
connection with this? : 

MR. HOROWITZ: No, we have not for ie 
reason he has mentioned. We have searched the 
files in Puerto Rico and we have searched 
Mr. Cohen's files. I would assume that there 
is nothing additional in Mr. Berger's files, 
especially in light of his comment that his 
invariable practice was to make copies of every- 


thing and funnel it on to Fullana and Cohen, so I 


| 


y 
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assume that anything he had they have, but we 


are. 


a 


THE WITNESS: It is all packaged. It 


| 

3 | will see what the state of Mw. . Berger's files 
j 
! 
has all been, ir. effect, put away. 
| 


ba | 


: 
MR. HOROWITZ: We will take that under 
8 advisement, with you appreciating what the 


problem is. 


10 MR. McCLINTOCK: Fine. 


BY MR. McCLINTOCK: 


— 
— 


Q Mr. Berger, do you recall the auestion of 
13 | a good faith deposit having to be made with FMI 


arising during the period of late May and early June 


of 1972? 


16 | MR. HOROWITZ: You mean as opposed to or in 


| | 
7 | addition to the good faith deposit that was given | 


MR. McCLINTOCK: I will rephrase my question. 
| 


is || to Paine, Webber? 
Q Do you recall whether FMI was asking that 
a good faith deposit be made with j% in connection 
with the application for a loan? 
93 A Oh, I was always under the impression that the 


4 original fifty thousand dollars that we gave Paine, 


Webber was forwarded down to FMI and I believe that 
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there was a point, and I don't reca!l the exact time 


framework, at which the checks were sent back to me and 


I in turn passed them on to the respective principals 
and then another fifty thousand dollar check was issued 
subsequently, but in replacement of the first fifty 


thousand dollars. 


Q In that regard I would like to show you 
items that have previously been marked as Plaintiff's 
Exhibits 4, 5 and 6 for identification. These are 
three separate letters all dated June 7, 1972, two of 
which were signed by Mr. Wilkes of Paine, Webber 
and one is signed by you addressed to Mr. Wilkes, if 
you would take a moment to review those and refresh your 
recollection. 


A Sure. (Pause. ) I doubt very much if I 


ever signed an application for a commitment. 
MR. McCLINTOCK: Off the record. 
(Discussion off the record.) 
(Recess. ) 


BY MR. McC ‘“iTOCK: 


Q Mr. Berger, have you had an opportunity 
to revie.. those three exhibits that I handed to you? 
A Yes. 


Does that refresh your recollection as to 


fos) 


Ke} 


what transpired with the deposit to be made in connec- 


tion with the FMI application? 


Berger 
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Perhaps we can start at the beginning. 


Apparently this question came up for active discussion 


during late May or early June, based on those 


exhibits. 


when it was? 


A Lt think. So. 


I am trying to recall. 


Is that generally your recollection as to 


I think 


that Mr.. Fullana objected to our having to put up a 


good faith deposit. 


Q Objected to whom, do you recall? 


A I think ne voiced an objection to both Mr. Wilkes 


and myself. 


Q Was this at a meeting with Mr. Wilkes and 
yourself? | | 
A It may very well have been. 
Q Would that meeting have taken place here in 
New York? | 
A Tt must have, yes, it must have been in New York. 
Q Did that meeting occur on or about the dates 


of these documents that you just read? 


A It probably did. 


Q Do you recall what else was said at that 


meeting 


Mr. Fullana? 


: 
| 
| 
| 
| 
| 
: 
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A No, I do not. 


by Mr. Wilkes? 


not. 


you recall what Mr. Wilkes's reaction 


to Mr. Fullana's statement was? 


~] 


A Well, J think his reaction was that Mr. Fullana 


was incorrect, that it was traditional to put up a geod 


faith deposit and that is the way Paine, Webber worked. 


10 Q Do you recall how Mr. Fullana responded to 


Fullana's response 


I don't recall what Mr. 


Was there a resolution of the question at 


Q 


that meeting? 


I don't believe so. 


A 


| Q Do you recall what happened after that meet- 


ing with regard to this question of the deposit? 


MR. HOROWITZ: You mean other than the 


exchange of this correspondence and other 


materials that are reflected in Exhibits 4 through 


6 inclusive? 


23 MR. McCLINTOCK: Right. 


I believe that Mr. Fullana and I had had a lengthy 


Berger 


discussion probably in a cab or in my office about this. 

Q Da you recall what the substance of that 
discussion was? 
A Namely that he did not feel that one had to put up 
a deposit and he oe he had never done so and 
he is a mortgagor and he indicated he had a lot of 
expertise in this area and therefore he was surprised 
by Paine, Webber's reauest. 

Q Were you surprised by Paine, Webber's 
request? 
A No. 

Q Has it been your experience that such good 
faith deposits are required in connection with 


applications? 


MR. HOROWITZ: Required by whom, the broker 


or the lender? 
MR. McCLINTOCK: Required by the lender. 

A The Melias have never put up a good faith 
deposit with any lender but I do know that it is often 
done and therefore the fact that we had not done it 
in my mind did not mean that this was -- that this was 
an unr nable request, 

Q Has it been your experience that brokers 


require good faith deposits —. 


i| 
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2 | A No. 
3 | Q -- as a general matter? 
4 A No ) 
° Q Other than Paine, Webber has any other 
6 | broker required a good faith deposit? 
| 
8 Q Were you in communication with Mr. Wilkes 


| 
| 
| 
9 by telephone immediately before the sending of these 


10 letters that you just looked at? 

1 A I probably was. 

12 Q Do you recall how it was agreed that the 
13 | fifty thousand dollars that had earlier been given to 

it Paine, Webber would be sent back to the defendant 


15 with new checks to be issued and made payable to FMI's 


agent? 


a | No, I do not recall the rationale behind that, no. 


18 : Q Do you recall the sequence of events that 
led up to that? 


20 A Well, I think it was -- I think that I was the 


one who convinced Mr. Fullana and possibly Mr. Cohen, 
though I don't really have lucid recollection of having 


talked to Mr. Cohen, that a good faith deposit was not 


an unusual request but that I did feel that the good faith 


| 


deposit, if it were going to be put up, should be put up 
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with the funding institution and not with the broker, 
since we, the Melias, have never made any deposits 
to any brokers that we had dealt with. 

Q Had you earlier objected to the idea of 


giving a good faith deposit to Paine, Webber? 


MR. HOROWITZ: I think that his. testimony 
was that Paine, Webber was to be a conduit for 
the deposit to pass through Paine, Webber to the 


lending institution, so to ask him whether he had 


objected to giving a good faith deposit to Paine, 
Webber without clarifying the question with his 


earlier testimony in mind I think is somewhat 


misleading. 
MR. MeCLINTOCK: I will withdraw the 


question. 


A Basicly my feeling about brokers is that they 
should get paid and they should get funds in hand when 
they have accomplished what they set out to accomplish. 


They are not a commercial bank. I don't see why they 


should have free funds. 

Q Going back for a moment now you indicated 
that you recall persuading Messrs. Fullana and Cohen 
to give a good faith deposit to a lending institution 


in connection with an application. 


(sal 


6 
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Do you recall how it came about that the 


| 
| 
~ 
| 


checks that had previously been given to Paine, Webber were 


| 


then sent back to the three principals of the defendant? 


MR. HOROWITZ: Wait a minute. Just for 


the clarify of the record I do not believe that 


the actul physical checks were given back. I 


think it is rather clear that Paine, W er issued 


its own check -- three checks, I should say -- 


to the three principals and photocopies of those 


checks are annexed to Plaintiff's Exhibit 4. 


So as I gather the circumstances, three 
checks were originally given to Paine, Webber, 
they were apparently deposited, and then at the 
time of the June 7th letter three checks on the 
account of Paine, Webber were issued. 


MR. McCLINTOCK: i) think that. 1s correct... 


| 
| 
| 
| 
| 
| 
| 
Q Do you recall how that came to be? | 
A Well, 1 don't veeall. specifically, . but. 2 suspect | 
that what may have happened is that I may have called | 
Mr. Wilkes and said, look, I think I have convinced the 
non-Melia principals to put up their prorata share of 
good faith deposit but they. will only do so if the funds | 
are held by the future lending institution, rather than : 


by Paine, Webber, and I think I explained to Mr. Wilkes 
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why I didn't think Paine.Webber had the right to hold 
those funds. 

Q Did you have more than one discussion with 
Mr. Wilkes about this time regarding this? 
A I don't recall. | 

Q Looking at Plaintiff's Exhibit 6 and also 
at Plaintiff's Exhibit 5 which apparently is your 
letter in response to Mr. Wilkes's letter, were these 
letters exchanged after your discussions with Mr. 
Wilkes with regard to getting the fifty thousand dollars 
from Paine, Webber? 
A I don’t. recall. 

MR. HOROWITZ: For the record, they are 
dated the same date as Plaintiff's Exhibit 4 and 
therefore it probably was. | 

THE WITNESS: I really don't recall. 

Q Was anyone else involved in these discus- 
sions with Mr. Wilkes —-* yourself? 
A Mr. Fullana. 

Q Where did these discussions take place? 
Were they on the telephone or were they in person? 
A Which discussions are you referring to? 
The initial one in which Fullana objected? 


Q That I believe you testified was a meeting. 


6 


10 Q And Mr. Fullana was also involved in tho 


M2 A No, I don't believe he was. 


13 | phere for very abbreviated t 


| 
| 
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A Yes, here I believe in this office -- in Paine, 


| Webber's offices. 
with 


| Q Your later discussion with Wilkes 


regard to the fifty thousand that had been given to 


Paine, Webber -- 


ae I think they were all on the telephone. 


Q On the telephone? 


se | 


conversations? 


He used to come up 


rips and he was very 


| apprehensive about catching the evening plane back to 


ly suspect that he was not 


Puerto Rico and I strong 


present. 


Q In your letter of June 7th to Mr. Wilkes 


you indicate -- 


pentote S52 believe? 


| 
| 
| 
| 
| 
| 
| 
| 
| 
MR. HOROWITZ: This is Plaintiff's | 
| 


MR. McCLINTOCK: That is correct. 


22 Q I will read the first sentence, "T am | 

23 | in receipt of your letter dated June 7th and have 

a4 | taken careful note of the contents." | 
| 


What specifically in his letter 


9 


6 
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June 7th, which is Plaintiff's Exhibit 6, did you have 

in mind when you m ade that statement, if you recall? 

A I just think I was, you know, that I was assuring 

him that, you know, that I had read his letter and 

that I was aware of his sort of supposed pained posture. 

It was more of a calming letter than anything else. 

Mr. Wilkes at times did tend to magnify situations and 

I was just in effect trying to calm his ruffled feathers. 
Q Did you discuss with him in your conversa- 

tions that led up to this exchange of letters the 

terms of the application of the commitment with Paine, 

Webber, which is Defendant's Exhibit E, the application 

dated March 24th, 1972? 

A I think I discussed -- I repeat again -- the terms 

that directly related to the loan itself. I don't 

think I discussed any of the printed material because 

I really wasn't involved nor concerned with the fine 

print. I was just interested in the guts of the 


operation. 


Q I am talking now about the conversations that | 


you had with him that you indicated were on the 
telephone with Wilkes and Fullana. 


Do you recall whether he referred to the 


terms of that particular document in the course of 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


1 
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j 
| 
| 
| 
| 
| | 
| 


to 


| 


those telephone conversations? 


3 MR. HOROWITZ: By the particular document 
1 || you mean Defendant's Exhibit E? 
5 | MR. McCLINTOCK: Defendant's Exhibit E, 
6 | right. | 
7 | A No, I don't recall. I don't recall that. | 
8 | Q Do you have any recollection of any other | 
9 | statements that he may have made on this issue about ‘ 
10 | that time? 
11 MR. HOROWITZ: Which issue is this? 
12 Q This is in connection with the deposit once 
13 again. | 
ae ee You are talking about Mr. Wilkes? | | 
15 Q I am talking about Mr. Wilkes in the course | 
16 of your discussions watts him after your meeting with 
ae | Mr. Fullana, . | 
18 | A I think he reiterated that, one, the fifty 
19 thousand dollar deposit was small in terms of the 
20 overall -- of the aggregate amount of financing that 
| | | 
24 | we were seeking, that, two, putting up a good faith 
99 deposit was both a reasonable and traditional request and 
23 that he expected us to do so. 


Q 


Do you recall a conversation in which he 


agreed to have Paine, Webber issue checks in the total 
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amount of fifty thousand dollars to be sent back to the 


1 
| 

| Berger 
| 


principals of the defendant? 


. 2 I don't recall his specifically agreeing to. I 


just had the overall feeling that he had about my 
argument or concept that if we were going to issue a 
7 | good faith deposit that it should rest with the funding 


institution and not with the intermediary, but i don't 


I just had 


recall his specifically agreeing to it. 


the feeling from the conversation that he was not 


violently opposed to what I had said. 


12 Q Going back for the moment to the question 


13 of the guarantees, I would like to show you what has 


previously been marked as Defendant's Exhibit I for 


15 identification, a memorandum from Mr. Wilkes to Mrs 


deSaint Phalle, and I ask you if you would read that. 


(Handing. ) 


Is Mr. Wilkes description of the question 


of how to handle the guarantees more or less accurate as 


best you can recall? 


MR. HOROWITZ: Hold on just a second. This 


talks about a meeting of June 8th in Coral Gables. 
I don't know that we have established or that the 
memorandum even suggests that Mr. Berger was 


there or has first hand knowledge of what went on. 


to 


Berger w eTe fi 


Q I gather you were not at that meeting, is 


that correct? 


A No, I was not at the meeting. 


Q Did anyone report to you what had occurred 


at that meeting? 


Tr 


and I believe 


A I knew the meeting was taking place 


that Mr. 


Leonard Wilkes did call me within a reasonable 
period of time after the meeting to include me in on 


what had taken place. 


Q Did you speak with either Mr. Cohen or Mr. 
Fullana at that meeting about what had happened at that 


meeting? 


A I don't believe so. 


| Q So your information about the meeting would 


have come from Mr. Wilkes, I gather? 


A Right. 


Q In so far as the question of the guarantee 
and the effect of certain problems with regard to 


Spanish law on what the Melias could do in that connec- 


tion, is what Mr. Wilkes states in this memorandum more 


or less accurate, to the best of your recollection? 


MR. HOROWITZ: 


Wait a minute. Where are 


you referring to? 


MR. McCLINTOCK: In a nUmber of places 


6 
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in Exhibit I Mr. Wilkes describes various reasons 


why, according to him at least, the guarantees are 
being handled in the manner in which they are and 
in a number of places he refers to restrictions 

i placed by Spanish law on certain assets of the 

| Melias. 

Q My question basically is this: 


Were you 


| involved in the discussion with Mr. Cohen, Mr. Fullana 


and Mr. Wilkes with regard to what guarantees could be | 


made by the Melia organization? 


MR. HOROWITZ: Under Spanish law? 


Q 


Both under Spanish law and also in con- 


nection with what could be done under the circumstances? 


A I was not involved in the discussions that related 


to this meeting or that surfaced as a result of this 


meeting. As I had testified earlier, going back two 


or three months, I did point out to all concerned that 


there was “inconvertibility in Spain and therefore the 
Melias were not in a position to provide a corporate 


guarantee and also that Mr.. Melia's personal assets 


were in Spain. 


Q this was a situation that 


In other words, 


had existed all along with regard to any guarantees 


coming from Mr. Melia or the Melia organization? 
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I don't believe there had been any change. 


Q In the last paragraph of the memorandum 


before Mr. Wilkes's signature on pege two, it states 


ie 


that Mr. Cohen has agreed to put up Melia's shave and 
will accept certain cross guarantees and assurances from 
Melia. 
Do you know what he i ferring to there? 
A Well, those conversations were not held with 
me. They must have been held directly with Mr. Melia 
in Spain because this is the kind of item which I could 
not speak for Mr. Melia on. I can give you what my 
reading is of what he is saying. 
Q If you were not personally involved in this 
conversation -- 
A No, I was not personally involved. 
Q -~ we do not have to proceed with this. 
The resolution of the question of who was 
going to guarantee the loan was done while you were 
not present, is that correct? 
A That is correct. 
Q Just for the record, Mr. Berger, I would 
like to. show you Defendant's Exhidit J for identifica- 


tion and Plaintiff's Exhibit 7 for identification and 


ask you if you had ever seen either of these two 


documents before or copies of them? 
MR. HOROWITZ: J includes a handwritten 
note and a typewritten attachment... 
Are you asking him whether he has seen either | 
or both or just what? 
MR. McCLINTOCK: ‘Either or both. 
I really don't recall, frankly, whether I have 
this or not. 
Q Plaintiff's Exhibit 7 is the original of 


is -- 


MR. HOROWITZ: It is Exhibit . C to the 


zomple and a copy of it is also attached to 
Exhisiv 
MR. McCLINTOCK: That is right. 
A In all probability I did see this but I don't 
specifically recall this particular document. 

Q Was there any discussion between yourself 
and Mr. Cohen or Mr. Fullana anout whether that docu- 
ment, and I am now referring to Plaintiff's Exhibit 7s 
should be signed? 

A No. If there had been I would have remembered 
1G. As I said previously Mr. Cohen and Mr. Fullana be- 


came increasingly more active in these negotiations 


and I became increasingly less active, so that from 
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sometime in May on I really, for all intents and purposes 


was on the outside looking in. 
MR. McCLINTOCK: I would now like to have 
marked as Plaintiff's Exhibit. 25 @ copy of 2 
letter dated June 28th, 1972 from Mr. Berger 
to Mr. Cohen, attached to which are Xerox copies 
of three checks totaling fifty thousand dollars. 
wee(Copy of a letter dated June 28, 1972 
from Mir. Berger to Mr. Cohen and Xerox copies of 


three checks marked Plaintiff's Exhibit No. 25 


for identification.)... ¥ 

Q Do you recall sending that letter to Mr. 
Cohen? 
A I do 

Q Do you recall what you were referring to 


in the fourth paragraph here when you say you spoke with 


the National Bank of North America regarding a one year 


LC? 
A Letter of credit. 

Q Amount to one million five hundred thousand 
dollars. Was this to be a part of the arrangement with 


respect to the guarantee, a letter of credit? 


A Yes. Mr. Cohen had called me to tell me that 


the FMI people and/or Berens required additional collateral 


6 


9 
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guarantees and that it had teen suggested to him and z 
don't recall who it was that made the sugsestion, that 
letters of credit -- irrevocable letters of credit be 
put up. And as he asked me, Mr. Cohen asked me whether 
I could help him in generating these letters cf credit, 
I responded by telling him that the only bank that I 
thought might be interested, because of the goodwill 
that the Melias had with them, was the National Bank 

of North America and I would touch base with them and 
see if I could arrange this for Messrs. Cohen and 
Fullana. 


Q The next paragraph refers to the personal 


guarantees that apparently Mr. Cohen wanted the 


Melias Was this something as between Mr, - 


to sign. 


Cohen and the Melias only as backup to the guarantees 
that were given? 


A Yes. This is what we refer to as cross guarantees, 


In effect what Mr. Cohen was doing was picking up 


ostensibly with regards to FMI the Melia prorata share of| 


the guarantee and therefore he wanted a back to back 


guarantee from the Melias. 
Q In the last paragraph on the first page you | 
refer to equity in the defendant and you again talk 


about the need for clearance with the Spanish Institute 
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of Foreign Exchange. 

Had Mr. Cohen again raised the question of 
whether Melia's equity participation in the defendant 
could be pledged? 

A Yes, I think that Mr. Cohen had wanted the Melias 
to pledge their equity in the Puerto Rician project as 
a back to back guarantee with him. 

Q With regard to the application ei the 
loan that was in fact submitted to FMI, I would like 
to show you documents that have previously been marked 
as Defendant's Exhibit K for identification and also 
Plaintiff's Exhibit 8 for identification. Apparently 


the only difference between the two exhibits is that 


on Defendant's Exhibit K there is a stamp stating 


received July 7th and, also some indication some copies 


having been sent to someone and Plaintiff's Exhibit 8 
has attached to the Xerox copies of three checks total- 


ing fifty thousand dollars paybale to Berens Mortgage 


Bankers, Inc. 


Mr. Berger would you take a moment to 


review those quickly? 


A Yes. 


Q Do you recall. whether you saw the applica- 


tion form before it was submitted by Mr. Cohen? 
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MR. HOROWITZ: You mean signed by Mr. Cohen? 

MR. MceCLINTOCK: Signed by Mr. Cohen. | 
A I must have because this is the stamp that we 
use in our office and this is my writing. 


Q Tt is? 


MR. HOROWITZ: That being at the bottom of 


| 
Defendant's Exhibit K? | 


THE WITNESS: Right. 
Q To the best of your knowledge the terms 
specified in this application would have been acceptable 
to all the principals of defendant had it all been approv 


in that form, is that correct? 


A When you are talking about the terms you are 
referring to the terms applicable to the loan or to the 
terms and conditions spelled out in this document? 


Q The terms and conditions spelled out in this 


document. 

A I am not familiar with the certification and this 
other stuff but as far as the amount, the cost of the 
money, the maturity and the repaynent . I would say they 
were acceptable. The guarantees, we know what eh 
problems were. 


MR. HOROWITZ: For the record, the form as 
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4t is attached to Exhibit K also contains the 


handwritten notation CC Martin Cohen file, 
| Francisco Fullana, which does not appear in the 


form as attached to Plaintiff's Exhibit 8. 


. Q Is that what Mr. Horowitz just referred 


to, Mr. Berger, is that your writing? 


S A Yes, it is. 

. Q After the submission of that application, 

10 | what next transpired in connection with the loan 

11 application? | 
W2 A Well, we sat and waited. 

is Q Was there any word of any kind from FMI | 


or any requests for additional information which came 


shortly thereafter? 


16 A No. The Paine, Webber people sort of insulacvced 


17 | PMI from direct contact with any of the principals, 


18 which I was not surprised by nor angered by because 

19 this is pretty much the traditional role of the brokers 

20 | and we -- I guess Mr. Cohen and Mr. Fullana and myself | 
21 periodically touched base with Mr. Wilkes to ascertain 


how the matter was proceeding and we got repeated 
assurances that it was at the last stage of the 
finalization. 


Q Mr. Berger, I would like to show you a sheaf 


to 
uw 


uy 


6 


rons documents 
Defendant's Exhibit P for identification. 


written note at the top bears the date of October 3, 
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stapled together previously marked as 


The hand- 


LOh2 I would like to call your attention to two 


| 
letters contained in this package, one dated August | 
. | 

18th, 1972 addressed to Mr. Wilkes from a Mr. Callantine 


Wilkes to Hr. 


and the other from Mr. Melia dated | 


I ask you to take a moment to 


August 22nd, 1972. 


read those two letters. 


A Sure. 


Q The letter of August 22nd from Mr. Wilkes 


to Mr. Melia there is an indication that a copy 


went to you. 


Do you recall receiving a copy of that letter 


Yes, L-do. 


See ree, Cees ee eee 


Q Did you at the same time receive a copy of: 
the August 18th letter to Mr. Wilkes from Mr. 


Callantine? 


A I believe I did. 


Q Was this the first request for additional 


information from FMI that you were aware of after the 


submitting of the application in July? 


A Well, as I say way back there had been this 


periodic request for information but this is the first 


Berger EV 282 81 


time that they had requested specific details on sales 


| Strategy, in other words, the stuff that is referred 


to in one, two and three. 


5 


MR. HORROWITZ: One, two and three being 


a in the letter of August 18tn, 1972 from Callantine | 


to Wilkes. 
} 


negotiation in essence with FMI for, I don't know, was 


8 MR. McCLINTOCK: Correct. 

9 A (Continued) which created surprise and which 
10 | created certain consternation amongs us. 
1 Q Who is that? 

12 A Messrs. Fullana, Melia, Cohen and myself. 
130 | Q Did you have any discussions concerning | 
i | this? 
15 A Yes. 

16 | Q What was the substance? | 
Ve A The substance was from the reading of this | 
18 letter. We were not as close as finalizing the aca | 
19 as Mr. Wilkes had repeatedly indicated to us and we | 
20 || were a little surprised that after having been in 

| 


surface with something that was as gutty and as 


| 
29 it three, four, five months that they should suddenly 
essential as that referred to in the letter of August 18th 


| 
| 
| 
| to Mr.. Wilkes. 


qa 
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Q Did you speak to Mr. Wilkes upon receipt of 
these two letters? 
A I believe I did. 
Q What was the substance of the conversation 


you had with Mr. Wilkes? 
A Precisely what I just told you. 
Q What did he tell you with regard to this 
August 18th, 1972 letter? 
A I believe that he stated that, you know, these 
things happen and he was as surprised as we were and he 
reassured me that, you know, it was on the point of 
being finalized and he regreted all the delays and that 
there was really very little that he could do about it. 
Q Was an attempt then made to get this 
information and material put together and sent on to 
FMI? 
A Yes. 
Q Did YU handle that yourself or was that done 
over in Spain? 
A The material was gotten in Spain. Whether 
I needled them to get the material or whether I passed 
on this information, I don't recall, but the informa- 
tion was gotten together in Spain. 


Q Do you recall how long it took to get it 


to 


| 
| 
| 
| Berger EV 28) 
| 
| 


Over here? 


4 at A No, 2 don't. 


MR. HOROWITZ: I think there is a document 


| 
' 


a 


that has been previously marked that will refresh 


| 
6 his recollection. | 
: 7 Q I would like to show you Defendant's Exhibit | 
8 Q for identification, a letter dated September 26, 1972 | 
9 | 


and attached to it appears to be your business card 


10 || with some handwriting on it. 


wf A I would just like to point out this is an inaccurate ' 


description of my area of influenze. I was not in 


charge of the western hemisphere narketing operation. 


In fact I had nothing to do with narketing. 


Q Does this refresh your recollection as to 


when you received the material referred to in the 


Callantine letter of August 18th? 


18 A Yes, I think -~ yes, I thine it was received on 


or about September 20th to 26th. 


Q Is that your business card that is attached 


to that document? 


A 


EG). dS 


23 Q Is that your handwriting? 


EG) OLSié 


Q Do you recall in fact having a meeting in 


{ 

| 
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Coral Gables? 

7 hg No, I never went to Coral Gables. 
| 

* 7 Q Do you recall when you were first informed 


that FMI had rejected the application? 


5 A I have the feeling it was some time in early 


October, the first. half of October’. 
Q I would in connection with that refer you 


9 | to another letter attached to Exhibit P, I believe, 


10 | the last letter in the stack which is dated September | 
11 | 28th, 1972 from Mr. Callantine to Mr. Frame. 

2 | a All right. 

13 Q Who informed you that FMI had rejected the 


application? 


Wilkes. 


A 


Mr. 


6 | Q Did he speak to you by telephone or did he 


meet with you personally or did he write you a letter? | 


18 | A I am not slightly clear about this but I believe 


he first informed me by telephone and then he may have 


very well have subsequent to the telephone met with me 


at my office, but I am not absolutely sure about that. 
22 Q Do you recall the substance of the conver- 


sations you had with Mr. Wilkes with regard to that 


rejection? 


> OA He tried to -- well, first of all obviously he 
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was as pained, I guess, as we were and as surprised as 


we were and said that he had been given assurances that 


* Il the °2al was concluded and was terribly sorry that this 


wu 


| thing had fallen apart. ! 
6 Q Did you have any discussions with Mr. Wilkes | 
about seeking out other sources of financing for the 
8 || project in Puerto Rico? | 


St &£ No. fy this time we were inzreasingly disillusioned | 


with Mr. Wilkes actions and by this time I had person- 


ally decided that perhaps he tended to be a little -- 


perhaps he tended to allow his enthusiasm to get in the 


| 
way of objectivity and I was, I felt, frankly, that 


lt | more than enough time had elapsed. We had provided | 
15 | him with everything that he had requested. .We had, | 
16 you know,weighted ourselves too muth in his direction 
} 

iy and I then felt that I could probably go out and do as’ | 
18 good a job as he did. | 
19 Q Did you give Mr. Wilkes any instructions | 
90 | about what to do in the future with regard to this | 
| *s } 

2] | matter at that time? | 
29 | A No. I just told him that I hoped the Melias -- | 
23 || I made a very elastic and broad statement and said that | 
ai | I hoped we would find some other community of interest | 
| 


25 | in the future and that was the way it was left. 
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Q Did he communicate with you after that with 
regard to aiy other efforts he may or may not have made 
Seeking additional financing? 
A No. 

Q Did you or any of the other principals in 
the defendant then begin to seek other financing for 
this project? ? 


MR. HOROWITZ: Me. Berger wasn't a Praneseny| 


MR. McCLINTOCK: Or any principal I should 


say. | 
A Yes, I think at that point ve were all quite 
worried because our credibility was on the line. I 


think about that time interest rates Started to 
increase and we had a lot of money invested 2m; ‘Giitis 


project and we had in effect wasted close to six or 


seven months, so I think that both Messrs Fv? lana and 
Cohen more than myself started to actively seek other 
‘lending sources. 

Q Do you know who they spoke to in that 


connection? 


A Well, I know they spoke to HIC, I know that 


for a fact, because I WaS present at one of the meetings. 
Q What meeting was that? 


A The meeting that was held in New York at the 
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to 


i Regency Hotel. | 
Do you recall the date of that meeting? 


1 don’ é. 


Q Do you recall approximately when that was 


in point of time? 


A I-don't reeall. 


8 Q Who was present at that meeting? | 


Just Mr. Yates, Mr. Cohen and myself. 


| Q Do you recall the substance of the dis- 


cussions that took place at that meeting? 


A 


Well, yes. Mr. Cohen in effect blueprinted our 


needs for the Puerto Rician project. I think some 


mention was 


made of the Paine, Webber situation. 
Is | Q What was said with regard to the Paine, 
Webber situation? 


ae ee Mainly that we had sat with Paine, Webber for 


roughly six months and we thought we had this financing 


j Structured and that at the very last minute, after 


providing their lending institutio: with all the 


information they wanted, we suddenly were hit between 


the eyes with this "no". I think that Mr. Cohen's 


approach was that Mr. Yates would ultimately find out 


anyway so why not feed him the information directly than 


having him find out through a third source, and at that 
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point he said -- he outlined our financing needs in 
Puerto Rico. 

Q What did Mr. Yates say with regard to the 
financing needs? Did he indicate interest? 
A With reference tis: Pbansin ee needs? 
Q Yes. 

A Yes, he did. 

Q Did he request you to submit an application 


for a loan? 


A He didn't request anything of me. The only thing 


he requested of me was that I give him a comprehensive 
story on the Melia proup which I did and 
he would discuss this entire matter with Mr. Cohen in 
Puerto Rico after he had done some investigative work 
and that was the sum total of our conversation. 
Q Were you involved in further negotiations ~ 
with Mr. Yates with respect to that loan with HIC? 
A No, I had no further negotiations with Mr. Yates. 
Q Were you kept informed by others as to what 
happened with regard to the HIC loan? 
A I don't think I was kept minutely informed of 
the continuing negotiations. I was told of when they 
came to an arrangement with HIC. 


Q Do you recall whether a broker was involved 


to 


or 


6 


§ 
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in the HIC transaction? 
A I believe there was a broker involved. 

Q Mr. Berger, I would like to show you docu- 
ments that were marked previously as Plaintiff's 
Exhibits 9, 10, 11 ana 12 for identification and ask 
you if you would take a moment to review then. 

(Pause. ) 
Do you recall whether Mr. Otero was in fact 


the broker? 


A First of all I have never seen these documents 
before. 

Q You haven't? 
A Never, either the check or the documents. 


Secondly I have never met Mr. Otero or had 
any conversations with him. 
Q Do you know how Mr. Otero came to be 
involved in this nee eee 
A Not specifically. I was just told that he was 
a-- that he was in Puerto Rico,, ne was an active 
broker, a reputable broker and that I believe he knew 


Mr. Cohen's representative in Puerto Rica and also knew 


Mr. Yates. 
Q Do you know when Mr. Otero became involved 
in this? 


qy 


6 


8 
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No, 2 don't. 


Do you know whether a written application 


Q 


was ever submitted to HIC in connection with the loan? 


A I do not. 


I would like to show you a copy of a docu- 


Q 
ment previously marked as Plaintiff's Exhibit 1 for 


jJdentification. This is, I believe, just a copy. 


MR. HOROWITZ: I have the actul one that 
was marked if you would like to show him that 


one. 


MR. McCLINTOCK: All right, why don't 


we do that. 


MR. HOROWITZ: This is the actul document 


(Handing) 


rather than the copy. 


Do you recall having seen that document beforg 
aa 


NS 


Q 


Yes, I have. 


Q I call your attention to the attachment 
believe at the back, the last four physical pages of 


the total exhibit which is apparently a guarantee of. 


the obligation. It appears to have been executed by 
Basic Equities and Development Corporation. 


Do you know whether or not that is Mr. 


firm? 


Cohen's 


It belongs 


A To the best of my knowledge it is. 


~ 


to the Cohen family, 
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to the best of my knowledge. 


MR. HOROWITZ: I believe Mr. Cohen so 
testified. 
Q Do you recall discussing the question of the 


guarantee of this loan obligation by Basic Equities 


prior to the execution of this document? 


A The only discussion I had with him was in con- 
nection with -- there were two areas. One was the 


one that related to that comapny's inability to 
a guarantee because we were talking now about FMI. 
MR. HOROWITZ: He is addressing his 
questions to the guarantee as it relates to HIC. 
A (Continuing) I had no conversations with Mr. 
Cohen or Mr. Fullana in connection with this document. 
It was given to me a fait accompli. 


Q So you have no knowledge how it came to be 


that Basic Equities was able to guarantee this loan? 


A No. 


Q Do you know whether any efforts had been 
made to secure financing for the Puerto Rician project 


prior to the approach to Paine, Webber? 


MR. HOROWITZ: I think the witness 


already testified to that, that he was not to be 


offensive, but a johnnie-come-lately to the scene 


aie 


uw 
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and did not know what had transpired prior to his 
arriving on the scene from Europe. 
A Probably in December or January because that is 
when I first made contact with Mr. Cohen. 


Q You were never later informed of any cther 


attempts to obtain financing that occurred prior? 


A No, 2 don't think I. was. 


MR. McCLINTOCK: I would like to have 


marked as Plaintiff's Exhibit 26 for identifica- 


tion a document entitled Supplement Agreement 


to Loan and Pledge Agreement dated November 13, 197 


MR. 


HOROWITZ: I believe there are other 


ry 


papers attached to that exhibit in addition to 


the Supplemental Agreement and there may be some 


duplication of prior exhibits. But in any 


event the Supplemental Agreement doesn't indicate 
7 | 
anything in that period. | 


MR. McCLINTOCK: The exhibit does contain 
additional attachments in it. 


.+-(Document entitled Supplement Agreement 


to Loan and Pledge Agreement dated November 13, 


1972 marked Plaintiff's Exhibit 26 for identi- 


TSORC TON 6) 6: 


Q Mr. Berger, I ask you to take a look at 


9 
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| Plaintiff's Exhibit 26 for identification and. tell me 


3 | whether you have ever seen the original or another 
copy of that document, the supplemental agreement? 
| A I believe I have, but I am not certain. us 


6 pelieve I have. 
} 


| Q Do you recall discussing the necessity for 
’ ; 8 a supplemental agreement with anyone? 

9 A As I say, I was not a participant to the 

10 | negotiations with HIC with the exception of that one 


| Yates. All of these things were done directly between 


1 shot conversation that we had at the Regency with Mr. 
| HIC and/or Fullana and Cohen. 
} 


V4 | Q I would like to go back to that conversation 
| 
| with Mr. Yates at the Regency just for a moment. 


Did Mr. Yates indicate to you whether he 


| 
= | 
"| had ever heard of your project from sources other 


A I think he knew the project was there. He is a 


18 || than Mr. Cohen? 
very alert and involved guy in Puerto Rico and I don't 


recall whether he specifically referred to it but I 


| 
29 | think he certainly had at worst a gague notion that 
we bought a piece of land and obviously the Melias were 
24 | involved and so forth and so on. 


Q Did he ever indicate whether or not he had 
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ever received any comuunication from Mr. Wilkes at 
3 || Paine, Webber with regard to the project? 


i oA No. 


6 


. | Q Did he give an indication at that meeting 
| that he had previously been approached by anyone with 


| regard to that project? 


2 | MR. HOROWITZ: Wait a minute. Obviously 
9 | someone told him that they were coming over to 
10 see him. 

NH Are you excluding that? 

12 | MR. MeCLINTOCK: Excluding that. 

13 MR. HOROWITZ: Okay. 

| THE WITNESS: What do you mean they were 
15 coming over to see him? 


This meeting with him was 


MR. HOROWITZ: 
obviously prearranged. 


THE WITNESS: Yes. 


MR. HOROWITZ: Excluding whatever arrange- 


ments were made to have that meeting he wants to 
know whether Yates gave any indication at the 
99 | meeting of having been approached by anyone? 


33 A No, I have the feeling that he had not been 


approached. 


to 
ut 


MR. McCLINTOCK: I nave no further questions 


Berger 


at this time. 
3 | MR. HOROWITZ: I have no further questions 


at this time. 


MR. McCLINTOCK: Mr. Horowitz, as we 


discussed, since we haven 't seen Mr. Berger's 


files I canot assure you that we won't have 


questions of Mr. Berger in the future. 


MR. 


HOROWITZ: We will take under advise- 
ment the question of the production of documents 
which you made this morning and will advise you 
of what we are going to do in response to those 
requests. 
I strongly doubt that any documents that 
we would produce from Mr. Berger's files would 
require additional questions and I reserve the 
right, to 


ake the position that the deposition 


completed at this point. 


MR. McCLINTOCK: I think we understand each 


other. 


9} MR. HOROWITZ: And a practical suggestion 


that I have, since these exhibits ‘e strewn all 
over the table, rather than attempt to ascertain 


who produced what and sort out the custody of 


Af 26) Ls) ale righne with you you 


the documents, 


re 
9 


to 


6 
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you can take them all and furnish me with a copy 
of those documents that were marked today. ng 
have copies of the documents previously marked. 
MR. McCLINTOCK: Fine, I will be glad to 
do that. | 
MR. HOROWITZ: Thank you. 
MR. McCLINTOCK: Off the record. 
(Discussion off the record.) 
BY MR. . MeCLINTOCK: 

Q Mr. Berger, I would like to show you two 
letters previously marked as Defendant's Exhibit L and 
Defendant's Exhibit M. Exhibit, Lis a, copy of 2 
letter dated October 23, 1972 from Mr. Wilkes to you 
with copies of other letters attached, one of which is 
a letter dated April 12, 1972 addressed to Mr. John D. 
Yates, Housing Investment Corporation and the second 
letter is also dated April 12, 1972 addressed to Mr. 
Roland Peracca, of Chase Manhattan Bank and I ask you 
to review Defendant's Exhibits L and M for a moment. 


A Ail. Fight. 


Q With regard to Defendant's Exhibit L, could 


you tell me whether the handwritten notations that 
appear on the face of that are your handwritting or 


someone elses? 


to 
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A This appears to be mine. (Indicating) 


MR. HOROWITZ: That is at the top. 


THE WITNESS: Yes. 


(Continuing) And this appears to be mine as well. 


(Indicating) 


Q The marginal notations? 


Right. 


Q What about the notations in the lefthand 


margin? 


A Those appear to be mine also. 


Q 


Does: this, bring back to mind anything in 
addition to what you have already stated with regard 


to the involvement of Yates and HIC in this project? 


A No. The-only thing: that. 16. brings. to. mind is 
that at no point in our six or seven months of dealing 


with Wilkes, did he at any time, certainly not to me 


anyway, mention to me that he was dealing with anyone 


else but FMI and when he subsequently told me that he 


had gone to HIC and Chase Manhattan, one, I was amazed 


and, two, infact.) think 1 mibeht’ have even. todd) hin 


that I felt it might have been an act of discourtesy 


Since traditionally many of your brokers will say to the 


client: "Look, we want you to know that we are deal- 


ing with A,B,C and D'and they do this ,one, out of courtesy 
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in informing you and, two, I assume to eliminate any 


possible redundancy. 

At no point during this six or seven 
month period of negotiation with Paine, Webber had any 
other institution outside of FMI or Berens' men been 
shown to us. 

Q Were you or any principals of the defendant 
engaged in any discussions with any other possible lend- 
ing source during that period? 

A i don't think I was. 

Q Do you know if any of the principals of the 
defendant or anyone else was? 

A I. don't. know. I am pretty sure I was not. 

Q Just for the record, you do recall receiving 
Defendant's Exhibit L? 

A Yes, I do, and I recall having the luncheon with’ 
him that he refers to in here. 

Q And you also recall sending to Mr. Wilkes 
the letter which is marked Defendant's Exhibit 
A I do. 

MR. McCLINTOCK: I don't believe I have any 

further questions. 

(Adjourned at 1:20 p. m.) 

Subscribed and sworn 


to before me this ne 
day of Jack H. Berger. 


1974 


CE 
STATE OF NEW YORK 


COUNTY OF NEW YORK 


I, WALTER SHAPIRO, a Certified Shorthand 
Reporter and Notary Public within and for the State of 
New York, do hereby certify that the foregoing examina- 
tion before trial of JACK H. BERGER was held before me 
on the 5th day of March, 1974; 

‘That the said witness was duly sworn before 


commencement of his testimeny; that said testimony 


taken stenographically by myself and then transcribed; 
and that the within transcript is a true record of the 


said examination before trial. 


I further, certify that Tam not connected by 


blood or marriage with any of the parties herein, nor 
interested directly or indirectly in the matter in 
controversy, nor am I in the employ of any of the 
counsel in this matter. 

IN WITNESS WHEREOF, I have hereunto set my 


hand, at the County and State of New York, this 


day of March 1974. 


aie 


Walter Shapiro, CSR. 


to 


8 


| 22 


26 


| 
| March 5, 1974. at 100 
TNDPES* 
! WITNESS EXAMINATION BY PAGE 
| 
|| Jack H. Berger Mr. McClintock 2 
| 
| 
| 
EXHIBITS 
| PLAINTIFF'S FOR IDENT. 
| 
| 
| 20 Letter dated January 27 from 
Mr. Berger to Mr. William Smith 
of Paine, Webber. LS 
| 21 Copy of a letter dated March 13, 
1972 from Mr. Wilkes to Mr. Berger 19 


Copy of a letter dated May 8, 1972 
on the Paine, Webber letterhead 
addressed to Mr. Pedro Fullana 
signed by Mr. Leonard Wilkes. 


Copy of a letter dated May 30, 1972 
from Mr. Francisco Melia to Mr. 
Wilkes. 


Copy of a letter dated May 31, 1972 | 
addressed to Mr. Neil Montilla from 
Mr. Wilkes of Paine, Webber. Se 


Copy of a letter dated June 28, 1972 
from Mr. Berger to Mr. Cohen and 


Xerox copies of three dhecks. 75 
- 46 

Document entitled Supplement Apree- 

ment to Loan and Pledge Agreement 

dated November 13, 1972. 92 
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THE Mclia GROUP U. 0, ACMOENT FINANCIAL OFFICE 
MAOMIO, &PAIN 30 KAST 42N0 OTAECT 


HOTCLS NEV! YORK, N.Y, 10017 : 
DIVIGION 3: _— 
REAL COTATC DEVELOPMENT TCLs (212) o61-4014 


Mr. William B. Smith, Vice President 
Paine, Webber, Jackson & Curtis, Inc. 
(Corporate Finance Dept.) 

140 Broadway 

New York, N. Y. 10005 


January 27, 1972 


Dear Bill: 


I wish to thank yeu for your sympathetic reception last Tuesday. 
Mr. Fullana and I very much enjoyed talking with you and Mr. Saint Phalle. 


As per my promise, I enclose herewith unaudited 1969 & 1970 consolidated 
U.S. dollar financial statements as well as a 5 year consolidated cash 
flow and P&L projection-for the Melia Group prepared by Arthur Andersen. 
Mr. Fullana will be airmailing you directly the additional information 
you requested. We sincerely hope that something can be done with your 
‘firm on our Puerto Rican financing needs. é 


With kind personal regards, 


Sincerely, 


JHB/de 
Enclosures 


ce; Pedro Fullana 


DetteExh. For ID <2, 
PIf, Exh. bref... 
Walter Shapiro CSR 
Doyle Reporting inc. 
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PAINE, WEBBER. JACKSON & CuRTIS 


AN COMVOMATED 
i 
Mewnaee 140, BroaDway VELAPUONE 
PRINCIPAL BTOCK AMD ; esaey anwceiad 
COMMODITY :MACHANSSS New Your, ING XY 10005 CABLE-PAINWHR. 4. Vo 
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| 


March 13, 1972 
| 

Mr. Jack H. Berger, | - 

Executive Vice President 

f‘elia Real Estate Development 

30 East 42nd Street 

New York, New York 10017 


‘ 


Isla Verde, Puerto Rico 


\ 
| 
Re: Melia Apartotel 
| Isla “Pue 
: \ 
Dear Jack: | 
} ‘ 
\ 4 

I am happy to enclose our Application for Commitment for 
your proposed 627-unit Condominium Hotel to be built on, the 
ocean in Isla Verde. 

I think you will find the| major business terms and 'condi- 
tions clearly spelled out in the application, which will involve 
a standby takeout commitment and an interim construction; loan. 

; 

Please note that we will require 45 days in order to deliver 

the final commitments, but hopefully will have preliminary 
i 


approvals long before the preay period. | 

If these’ terms and conditions are satisfactory, would you 
please execute in the spaces provided on all three pages and 
return to my attention as qiickly as possible in order that we 
might commence the formal processing of the various loan appli- 
cations. | i 

. i H 

We look forward to a speedy and successful financing 'of your 
Melia project in the Caribbean and hopefully to many more in the 


future. | ' 
Sincerely 4 
ee i / Whee 
ane | yo INGER LU ay 
f2 = Cerin LET _ Leonard Wilkes a 
Inte lied ty bo bg | ©  NViee President-Real Estate 
pees 
MAR 13 1972 


TIN ee ivi PIf. Exh. hE¥ mgeeest 
Walter Shapiro CSR 
Maula Ronarting Int. 


POT COP i Cl NT ah en no 


Pe) ‘ é | 
a yearenleennelann fee "Wouee: eacen ta: 1872 
i | 


Incorporated Nor : 
Nattonal Moctgage Diviston - oe ; \ 
140 Broadway ; ! | 
New York, N.Y. 10005 RE: Melia Apartotel ' 
“Ysla Verde, Puerto Rico 


| ; | 


‘Gentlemen: 
/ 
We hereby appoint you our sole and exclusive agent to make apnlication for a loan or loans on Our 
“behalf, ro any lending institutions selected hy you, on the property hercinafter designated. This 
* guthorization shall become effective Upon acceptance by you and shall remain in effect for a per@ 
fod of 45 days from the date of your acceptance and reccipe of ail necessary supporting data, 
per submission checklist attached, and such period shall be automatically extended, unless 


terminated in writing. 
1. PROPERTY DESCRIPTION: 627 unit Condominium Hotel 
2. GROUND DIMENSIONS OR AREA: 19,600 sq. mtrs.-(210,896 sq. ft.) 


3. LOAN SECURITY: First Mortgage Note or Bond, secured ‘by the subject property, the 
applicant corporation, its principals and their wives, including personal property and 
equipment incorporated in the realty and necessary for the operation of the subject real 
estate. For construction mortgage loans, satisfactory Completion and Performance 
bonds will also be required of the General Contractor. 


OTHER SECURITY: Assignment of all tenant leases, and/or sales contracts, as well 
as tenant deposits and advances. 


First chattel lien on all furniture, fixtures, and equipment 
necessary for the hotel operation. 


FINANCING REQUESTED: 


TYPE OF LOAN AMOUNT Interest-Fees-Partic. Constant Note! 


A)| Standby Take-Out ili] rf Funded: $-1/2% 1-23 | | 
Over prime (min. 10%) annual | | 

Commitment Fee to amort- | 
lender, 1% per annum. ization! » 
for 24 mos., plus two 
6 month extensions 
at additional fee of 
1/2% each. 


B)| Construction Loan 2-2-1/2% over prime 24 
(min. 6-1/2-7%) plus jmos. 
1% year commitment plus 
fee to lencer. 2 


ie 
exten 

! 

| 


eat 


sions 
of 6 
mos. 
eaci. 


6. HOLDBACK & ACHIEVEMENT: None - Full amount will be funded. 


7. PRE-PAYMENT PROVISIONS: Allowed in full at any time without penalty. 


"Alternatively, you aro authorized to attempt a simple 
Anterest combincd standby and construction loan at §-5.5% 
over prime without any fees to lencer. 


ee LL LOLOL COO 


LLL LLL LD 
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ay | * RE‘ Melia Apartotel 
y ; : Vicia Verde, |Puerto Rico 


8. REPRESENTATIONS BY APPLICANT: | 


a) Title to subject property will be marketable and insurable, ' 
b) Plans, specifications, contracts, cost breakdowns, appraisals, sutvcy, 
financial statements and any other pertinent data will be furnished by 
. applicant upon request for your use or for the use of any lender. | 
c) All fecs for appraisals, survey, title insurance, title examination, ab- 
stract, legal fces, recordation, tax stamps, acceptance, loan fees or 
_ costs will be paid by applicant, in addition to other normal closing costs. 
d) Applicane will prompt ly exccute any lender's application and furnish such 
data, appraisals, and GOOD FAITH DEPOSITS, as required by the lend- 
ing institution. : 
ce) We will permit you to erect a sige on the property site, at your expense, 
: to indicate that you arranged mortgage financing, arid will provide you 
with a 8"x 10" glossy photograpy of the finished building. i 
f) Applicant warrants current control of the property either in fee owner- 
ship, or contract to purchase, or option to purchase, or a leasehold 
interest, etc., with sufficient time remaining within which ‘to process 
this loan application to a firm commitment and closing by : 
} 


jue 
‘ \ 


9. DEPOSIT AND FEES: H : 
will : . i 
a)  Werheruvcick deposit with you, in escrow, the sum of $96,000 * 
as a GOOD FAITH DEPOSIT, to be deposited by you in the “Paine, Webber, 
Jackson & Curtis, Incorporated -Special Deposit Account." Said sum will 
be refunded without intercst in the evenc that you do not deliver a loan 


commitment as herein described. In the event you do deliver such com- 


* mitment, this deposit will be credited agginst the commissions duc you 
wat @ time of preliminary apprové 


in accordance with our agreement. : 
b)  Wg,agree to pay youa tocal brokerage fee of] .5 % of the amount of 
excsxdoan commitment delivered to us, which Substantially conforms to 
the terms and conditions set forth hercinabove, and/or any loan commit- 
ment accepted by us. Upon delivery of any commitment as aforesaid, 
‘ THE GOOD FAITH DEPOSIT may be credited by you towards your total 
‘ fee and the balance of your total fee, if any, shall thereupon become due 
} and payable, ‘**1% for the standby and .5% for the construction. 


10. ” We understand that any lending institution financing or offering to finance our loan’ 


request may be interested in financing other projects in which we are directly or in- 

} directly involved. Therefore, we agree to pay you a fee as designated in paragraph 
9(b), in the event that any such lending institution extends financing within thirty-six 

/ months of the date hereof, to us, oF to any individual, compaay oF corporation with 

! which we or any of our associates, principals, affiliates, and/or subsidiaries have a 


: direct or indirect association. 
GOVERNING LAWS: The partics agree that she terms and conditions of this agrcc~ 


ment shall be construed aud governed by the laws of the State of New York, and 
acknowledge that they have rcad this Agreement before signing it, and have received 


an exact copy thereof. 


pi ae 
, 
4 


Applicane Address , 


eT 


5 
; Lip 


Tol. Nawit i 2 


Accepted: Taine, Webber, Jackson & Curtis Incorporated 


Title. Date: 
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i 
\ RE: Melia Avartotel 
. H Ist wu Verdc, Puerto Rico 
SUBMISSION CHECKLIST. \ 
(X= ftems Sull Required | 3 


and surrounding strcects or highways - 


Plot plan showing site 
4 


Typical apartment plan for each type of apartment showing net leaseabie area of cach 


Typical floor pian (Key Plan) or rental plan if commercial 


Outline specifications \ 
\ 


a 
4 
| 


Two street maps of city ~ t 
Mark one map with site, rent comparables and other 


poines of interest, including downtown area 


Les 
\ A 
Two acriai photos - ; . | 
Mark one photo with strect listings, designation of F 


“North, points of interest, major buildings, etc. 

Specific address of subject property \ i om 

Sice description | : 

Area and naigupedioo’ description é : 
exctas etc. 


Schedule of income from rents and all other sources including parking, recr 


Itemized expenses (including RE tax details) \ ‘ \ 


‘ 


Rent & Sales comparables (three) - \ 
Must include name of development, address, number of units 


_ age, distance to subject. apartment type, area of each 
apartment type, monthly rental, rental per square foot, 
amenitites and recreational facilities and comments of loca- 


* ¢ion, etc. 


including Architects and Engineers, .on and off-site 
and actual cash equities in the job to dace 


a cee ga eed eee ee 


Itemized cost of construction, 
improvement costs, actual land costs, 


’ 
} 


Rendering and elevations 


Architect’s area calculations of building, core areas, public and recreational areas 
etc; showing all the components, from net lcaseable area to gross building area 


° 


Authorization (attached) with required refundabic GOOD FAITH DEPOSIT 


List of sponsors and resumes of their previous real estate activity 


Financial statements of principals and/or guarantors 


Financial statements of applicant mortgagor corporation or entity 


_MA! Appraise: or Feasibility Study 


Ce crt 


“YPAINE i: Domes sb 
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JACKSON 

& CURTIS 

INCORPORATEO 
Established 1878 Members New York Stock Exchange, Inc, and other Principal Exchanges . 
140 Broadway, New York, N.Y. 10005 (212) 437-2121 
May 8, 1972 
Mr. Pedro Fuilana j a 
Executive Vice President ae Retech, For 1D 22. 
~  -PIf. Exh, ley 


eee 


Inmobiliaria Melia de Puerto Rico Inc. ee 
Ponce de Leon, 255 Walter Shapiro CSR 


‘pan American Building Doyle Reporting Ine. 


Oficina 1106 
Hato Rey, Puerto Rico 00917 B-5-Te 


Re: Melia Apartotel Hotel 
Isla Verde, Puerto Rico 


Dear Pedro: 


I am happy to advise that we have received preliminary: 
approval for the Standby and Construction Loan financing of the 
proposed Melia Apartotel Hotel to be built in the metropolitan 
San Juan area of Puerto Rico. 


tors Trust will take an application 


First Mortgage Inves 
1 to their committee for Trustee 


to present the following proposa 
approval: 
$19.0 million, but no less than $18.0 


a) Loan Amowmt: 
million 


4 1/2% over prime, floating upward or 


b) - Interest Rate: 
downward 


c) Term of Loan: 60 months, including a construction 
period of 24 months, plus two 6 months 
extension options if necessary 


1% per annum, only if the loan is kept 
on beyond the maximum construction 
period of 36 months 


dad) Amortization: 


Will amount to a total of 4%, including 
the standby fees, drawing fees, origina- 


tion fees, legal fees, <tc: 
Ld 


e) Lenders Fees: 


It is understood that because of the Puerto Rico tax 
situation this loan will be originated and serviced for First 
Mortgage Investors by the Berens Mortgage Bankers, Inc. of San Juan, 
and that all the loan fees described above will be collected by Berens 


on behalf of the participants in this loan. 


I call your attention to the fact that the Trust 
will be making a top loan at 67¢.0 to $19.0 million and that there 


is no hold-back provision, so that the full amount of the commit- 


ment will be funded without any pre-sales or pre-rental conditions. 


Please note also that the interest rate quoted will float in 
either direction, without a pegged minimum, which will give you the 
advantage of any lowering of construction rates over the term of 


the commitment. i. 


Finally, I call your attention to the fact that all 
fees quoted above will be payable from the proceeds of the con- 
struction advances, SO that you will not be required to come up 


with these fees as front money out of pocket. 


If these terms and conditions are acceptable to you 
and your partners, would you please acknowledge this fact in 
the space provided below and return to my attention as soon as 
possible so that we can schedule a meeting with the Trust shortly 
thereafter. This will serve to amend our authorization dated 
March 24, 1972 to the terms and conditions described above, and 
will further serve to extend that authorization for the time 
required to process formally through the FMI Trustee Committee 
approval, but no later than 30 days from the receipt of your 


acknowledgment. = 


_, Now that the time consuming presentation work and 
negotiation has been concluded, I look forward to a fast approval 
and closing so that you can start construction without further 


delay. 


incerely, 


LUpHakd Wilkes 


Acknowledged and Accepted: 


co Inc. 


Inmobiliaria Melia de Puerto Ri 


cc: Mr. dack- H.- Bexger ~~ ee 
-.-Melia-Real Estate Development - 


fay 30, 1972 


ity, Francisco Melia, President 
Hwotel Division -- The Melia Group 
Princesa 25 

Hadrid 8, Spaine 


I must tell you what a pleasure it was to have finally 
met you last week and how delightful our luncheon turned 
out to be, 


I understand from Jack that Your meeting with Ma 
Cohen went well and that there wera no booby travs E 
reer ON OD 


we were not previously aware, and which we had not previously 
notified you of. 


Evertthing appears to be on track, and hopefully we 
Should have our approvals within the next week or so. 


-It now appears that my wife and I may be Yisiting Spain 
and Italy in September of this year and we would very much 
like to arrange our trip through the Melia Travel Organization, 
ana hopefully look forwarég to meeting with you again on your 
home grounds. If you would be good enough to put me in touch 
with your Melia Travel representative in New Sérk, I would be 
happy to make my arrangements through him. 


Thank you again for your courtesy and consideration -- we 
look forward to meeting with you again in the very near future. 


Sincerely 


Leonard Wilkes 


may 31, 1972 


uy. Neil Montilla 
GPO Box 3529 
San Juan, Puerto Rico 00936 


Dear Neil: 


What has happened to our poor package, that we had 
hoped to gain tine with by Shipping Fan Am, is not to be 
believed. ‘hen my ulews finally calms down I am cure.I 
will find something funny to d@augh about. As you will 
note from the enclosed receipt, the packaye was picked 
up at our office on Nay 24. As of this morning it is 
still "“somewnere" in wew York an@ I have everybody from 
the President down looking for it. Although they have 
assured me tnat it will get on a flight today, in order 
to avoid further aggravation I am enclosing herewith a 
partial duplicate set of the documents Originally sent 
to you. thevertheless, we will advise your office as soon 
as we get a flight nwaber on the Original package which 
will go out under Airway Bill 3026-2853-1882. 


The enclosed vackage basically includes the Norwath 
& Horwath Hotel fc sibility survey, the Pedro A. [ons 
appraisal, the engineering quantity take-offs and cost 
estimates, and the pertinent financial statements. Many 
of these documents are my Only remainina conies, hut since 
it would take another day or so to photostat, which time I 
do not wish to lose, I am sending them along anywav, and w 
would ask that you return them to me when our wayward 
package finally arrives. 


Included also is the full package of our original 
authorization and subsequent reauthorizations along the 
terms of FiiI's quote, which I an grateful that you are 


helding for us. Our co-srokerage agreement is also in- 
cluded. 


For ID me : : 
Dobe. FOr 1D cesses 

Pif. Exh, RAED .....cosee 

Walter Shapiro CSR 

Ner''e Reporting inc. 


3-574 
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You can pick un plans and spees and any other documen- 
tation that may be available directly from itr. Pedro Fullana 
at his Fidelity bond and “Vortgage Company office at 1610 
Ponce de Leon ‘Avenue, Canturee -- Telephone (3899) 725 5358. 
Please do not nesitate to call on Hr. Fullana for any 
assistance you may require at this time. 


AS soon aS you are ready to take a formal application 
for FHI, please advise me, at which time I will make arrange- 
ments for the necessary parties to get together to sign the 
application and put up the required F'!II Good Faith Deposit 
of $50,000. 

Please excuse the unpardonable delay on our part in 
getting the necessary documentation to yot, but as you can 
see we had no control over events that occurred in the 
transmission. 


We look forward to a speedy approval and closing and 
funding of this loan, since my clients are most anxious to 
commence construction immediately. 


Best personal regards. 


Sincerely 


Leonard “wilkes, Director 
National Mortgage Department 


LW/je : 

ce: Pedro Fullana 
Jack Berger 
Martin Cohen 


a 


- 


Ue F 
nit Melia crour vs. nrsincuy rimanciat orice EV 312 
MADAIO, SPAS : 30 LAST 42n0 STRECT 
NEW YORK, NM. Y¥. 10017 
HOTCLS 


s 1: come 
DIVISION EAL CSTATC OLVELOPMENT Tits (212) 601-4014 


Mr. Martin Cohen - 
1133 Sixth Avenue - 28th Floor 
New York, N. Y. 10036 


June 28, 1972 
Dear Martin: 


As per our this morning's conversation regarding the financing by 
FMI of our Apartotel located on Isla Verde, Puerto Rico I am pleased 
to enclose herewith, on behalf of the Melia Group, our pro rata 

share of the "good faith deposit" totaling $18,748.75 to the order 
of Berens Mortgage Bankers, Inc., FML's correspondent in Puerto Rico. 


It is my understanding that this deposit will be returned to us in 
its entirety by Berens no later than July 31, 1972 should the loan 
commitment, as agreed upon, not be delivered. 


I telephoned Pedro Fullana this afternoon. He was not in his office 
and in line with your request I asked his secretary to see to it 

that a check for his pro rata share of the deposit be air mailed today 
to you, special delivery. 


I spoke with the National Bank of North America this morning and as 
soon as I hear from them with respect to the one year L/C amounting to 
$1,500,000 I shall revert to you. 


It would expedite matters if’ I could take with me to Panama Friday 
‘morning the personal guarantees you wish Mr. and Mrs. Jose Melia, Sr. 
to sign. 


I should like to reiterate that because of the need for clearance with 
the Spanish Institute of Foreig: Exchange, the Melias are not ina 
position to pledge their share of the equity in Inmobiliaria Melia 
de Puerto Rico, Inc, 


z 
Defezeeh. For ID... 
Plf, Exh. tre... ee 
Walter Shapiro CSR 
Doyle Reporting Inc. 


st -/7 


Mr. Martin Cohen 
1133 Six Avenue 
New York, N. Y. oh es June 28, 1972 


With best personal regards, 


Sincerely, 


Jack H. Berger 


x 


JHB/de 
Encl. ne 


cc: Francisco Melia : ae eae 
Pedro Fullana i 
Manuel Coronado 
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*% MANUFACTUROAS WANOVES 
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oray oF WHOICES i 34th St. of DMdadison Ave., MW. ¥., N.Y. ICONS 
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OTAL OFOUCT.C%S , 


#0220"00 3010130 Omseahen 


Special deposit account 


Good faith deposit for Puerto 
Rico project * 


APARTOYTEDL MANAGEMENT CORP. 
NEW YOUR, N.Y. 


NS M RTGAGE <ERS iN NE. 


u.s.$ 18,748.75 
of . 5. 
EIGHTEEN THOUSAND SEVEN HUNDRED FORTY EIGHT and 


U.S.DOLLARS 
Wettonc: Las: a Proras ' - APARTOTEL MANAGEMENT Conp. 
a oe tons: Amczic : ; 


auve wae 
INTERNATIONAL DEPA RIMERAT 


i 
Seine | a: 
NEW TOXK, MY. 3 ~N oe 


— 


HO2ZB0wO3LSIE 205905 2559: 


ame sae PEDRO FULLANA ’ 
HA a co: iCEPTO PBR ah hye 


+E G.P.,O, BOX 1805 SAN JUAN, PLR. 
pod ifaith. deposit. ret : 


\elia o aosrtotel proj 


- 101-225 
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Paguese 
ala 
orden de Berens. ee Bonkers, Inc. 
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} ae ti phe eet 
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onal Association 


wtce Branch, Sarturce, Puerto Rico 


wO2k8S5"0 2OGt 29034 ,69005890" 


ny is || ‘ Lb 7 nth hoy tee 
Te at fit 4 . pene he ; ' ; 
hy ' . SUNPC EEE TL BOF MS 1 nents Ap BBh 


ms ‘oe CAR PN SLED SE 


PARTE EM 


TW: LGACH WENT, made and sutered inde *t orn Juve, Pyusta FCS, 
TiS 13th ee dty of November, 1974, by and betwee he SUC NTS o% 
So, DS PUERTC: AITO, Jel. 9 Ssreoration crcantsas od exteting uncer toe 
{: lawn of the Sersrronveo't. of Cuarte ian (raferrsa O Aerdia os withed 
bd sp es ' ener’, Builder ‘ad/or 2ecrower >, tas RDUUINE GSE TD sina 

om ' CORPORATION, @ USromration oagnnisec ony oxiatit.g wesar the tans of tee 
| “t+.” Stare of Patawsre end duly ‘ustitbad to fe ousizese im tas Bs AD) ae Nath 
af ruetts sions (raferend wo Rarein a baie OF Pia Sey. vs te 


Thal 


’ 
Bit 


: , WITNESS SETH: That 


24 oe 


: ' : WHEMMAE, tha dorrewer and M0... omecusre a Loan vad Nedga 
‘ , “gecement canted the Jist ‘sy ed wctoher i377. sat . 


WEEDS, the Borrewer and H.1.0. desire 0 sucpiement tha che wer 
referred Agreement with cortain changis end sicendmeate: ond 


’ i) i 
2 " Ww BEAEAS. the perties have acrecd thet {cr all laual purposes whet iA 
/ i! not chanaed or amendad in this Luppismantal Agreement will resain un- 
i changed and As it Waa in the origiesi igreamant in full {src2 sed eftast 
he setween the oarties: anc 


=— 
e 


+ 
l) ' WHEREIS, tae parties hava scread that the atiginal Agree nent anc ' 
this sugplumentsl ‘greemant shsil te read and sonsimes togelier 46 ane 
lastrumant ond sil referencas in tals suuplerencal *grewment rhall Se 
if deaned to constitite references ta the origiaal “creenent. | 


eh ane 


NOW, THERSMCRE, In considerztios of the oramiaas and cf dhe sy ral 


a AT ind seperate Snrenments, c'COves, sTVaNANts ANG WeTTASLEs NETO AAs 
u : v2) ‘ ine othar good ind vaiuable cousiterations, If se agreed Ly in? yertlys : 
or ie es {clioxs: pe te ie, t 


fone : ee J 
t SOVEMENTI, “SOV NTE, ACU ITEEATAT CUS 


a SEC REE ENS: 


tl. The preemble of thie “sraement ts TIda Gs fern * Hirt borec’. 


2, tne greement subacetiad Setecen tia Seities J2ntad “ua ties 77 
at Cotaber 1972 ta rnerded sa follows: 


(a) Gettattiona - Porta, pege I, tre ‘sore “Asecrtuional iA ; 
addlad eftur the aoefiastion of tha werd s patiaait 
fat\cws : m 


3 : ) | DefieSuh. For iD 2°. 
i “ah ' Pif, Exh, eS 
; : Walter Shapiro CSR 

f j Doyle Reporting Inc. 


ie Pa ale 3-5-7 


t 


, a * . nis 
\* Spnetrhsiet, Coadovinian building in which Ins owns 

' of an typrtinent cr 1 room contzcats with an emanisation 
who operites the whala building to feng the unit oa 3 
daily, weekly or munthly Baste. Tia owner genurally 
retaing the cight to use the unit during curtaln parlod 

af tha year cr vncn the wait fo not rented sad caseive 

Bb cemoentege al the rental insorag. : 


{b) ?eqo!- The worca if any" 2Le addad »{ter the word 
ho acing In tha definition ef Ban’. 
ap : 
| (a) cage co Ths wores ‘or persone cra sdced afar thy 
| word i@@ricas sin the definition ©! Guernaiors. 
e 
2a 
(a) Page De the snenae end pursuant fe aecrrovai of the 
© ecucities 2ad Wxcbenge Sotumission of tne, Vik oF 
‘e rocsy after the werd PIV tn tha doficit.on cf 
4 Project. 
(a) Pege 3.- fourth tine from hottom of pass the word 
‘execute $s vued in eu of constitu, Ne 


P (ff Psge 4 © third line, ads the {uclawing paragraphs after 
s ths were senductad: 
ey 


' | in tty aoonection Ecrrower ts swore cf tho fast that 
ta ordur ig tuzally engage in the duziness to seli the 
Noarenents coastiauting the Project and to opersts 
them aa “a Fpartshotel, it must first reglatsr end 


\ eotain teen snd epyrevs! from the cecuritias and 
. Exchange Cenrisstan sf the T.5.4. end aay have. i 
HE assay to 2leo ebteia certain other 2ermits from the Common= ' 
—_ wealtmSevemment. fa suzh easooct Borrower @exoress= 
hi pO. ly ecrecs sad uncertches thst it will forthwith proceed 
bet 4 to provarty «pply for end dlilgently oroceed to catain 
ce ‘ va ; any and all such ra.uiredc caquatritiou, leaves sad ‘ 
i ee acproval fram the snid agencies end ikic hereby ex : 
ye ena prasely egreud 1nd understnad test should Gorrowar 
oie oes til to effo2t and obtain aid registration, lenve asd 
ro. agpreval ¥ ithut » period of ui months ‘rain the cate 
i herwof, 17.1.C. sholi hove withers ef thu Jollowing 


' etternstivee, to wit: 


: ww fo proceed in the name rac bahall of 
: Borrowe? to catain auch 1egt. tr7tica, (4500 end Ape 
srovel, and (award Uiet cucrose Gorrowrs heresy 
{sre eccabiy anpeinga 12.1.7. 10 28 Am 18s free wad 
laafy, atbameveteisct so that .3.0 .eay ezzame.ts? 
guca time aad guryavew in 39h11! 4? Revtoe er. 


%) To dezlars all obligs tions of Gorras er Aaron 
uarer aucelerited, duc snd -ay2cie, 29S- 


(9) To refure to continues to mako Guirther advances 
under (ois vontrout. 


Pago 4, (a), aftar word good add ‘resorded'. 


Pege 4, prragraph (0), after frat wont Mortgage 
tdd ‘given to secure tne morgsge notes. 


M.9¢@ 5, paragepn («), after woed Ssuerniters asd 
(sup to date”, cnlete last word “thereny* sng sdd 
v.ord ‘thescir. in lieu. 


aga b, paragraph (9), deleta psregract 
foilov ing seregraph ta teu cf: 


fc) “bktein, veintein, cragacve ond renew el rights, 
‘wowers, orivileges, franchises ona syprovala 
ef che Tlenuing Gourd which the Gulider has now 
or msy neresfter as juire, to the soctent that such 
rights, nowere, privileges, fronchises and 
approvals may be in any way te ulired for tha 
succeséfull tereinetion of tre erojects 


{xk} Page 7, paragraph (hj, first iine, after word payment 
add ‘and eny cther fea’, dultte vord made and in 
ifgu acd peid'. 


(1) Pace 7, varagraph B(b), add after item ({11) current 
indebtedness the phras?2 ‘other tian in due couree cf 
business’. 


Page 8, peragragh (f), after word any, eda “cash or 
gtosk’. 


Pag? 3, parngragh 3, axiter the vord sheraof on the 

fifth line of said peragrap:, ecd and entil full peyr 

ment *¢ thea rate of 9% per snnum. 

Feca S, psragrsoh £, add after tna word recutred on 

tha twenty-liret Une of sasd persgrech (and furnlahed’, 
. wv 

raze 1G, item (c), paregrach €, dvlate tset werd on 

third line, procerty , ecd in Hew preeeriy . 


Page 19, iten (ce), orescrach 7, ida her 'aat word 
~Aortgade, “Or under the otags ‘eortysqe petus and 
Morngnge alco yiven ve security hencunder’, | 


Maga tt, stom (cb, add sitar lest word of seid carzurssi, 
efface, , with bl fremiuss maid te fela . 


* 


a 
_ Eprer nnov svananr 


(v} 


Enqu 13, iter (c). dalcto tha werds “frera time to 
thma oppearing aftcs tho worl property; add the 
word “Lut! after the lent “LIIG*. ara 


Pega ld, Pert S, paregraph Ll, dateta word ‘and* 
apreasring aftar oledyus ond add chrose “and 
dalivers to BIC” *iter werd hyvothoasated. 


Page 14, Part, paragraph t, itam (n), doleta word | 
Bournr, wris 'n tou ” Yorrower" e 


age 16, arn G, parsgraps t, item (4), after word 
Lithey rdd tell. 


Hane i7, the yora ‘or: orpesring ca the third line 
of page 17 after tre word Inw is shaagad to read ‘of. 


Page!7, paragraph 2, efter varograph ends add 

It te agreed and understood that such daslination 
shel! noe in any way be conetrugd te dagrive qi ef 
an, of tne rights and/or remedios vrovided hereundsr 
or under any existing law or itn @ .ultye 


Pege 17, paragraph 4, after word law add “or ejuity”. 
Page 1%, Tarte, parsgruph 2, item tb) (1) after word 


gharges add "ine uding ony nrokers commissions and/or 
the uxcenses of Registration with SieeGie 


Pzye Zl, after item (x), add fetiowiag paragraphs: 


(1) itis expressly rcreed and understood between 
the ;ertias hereto eet ci, ramedies and rights 
of ecceleraticon conttined in this greement shall 
be cumulative snd In adcition ta any other 
remedies ond rights avoiletis to BIC and/or 
provided in an? O1vrer GOSUESNtS execuicd oo~ 
tween the parties hereto in furtheranze cf the 
transacstic yroed to ratweoen the parties. 


(mm) The subscriding pany, Tamoniltvarts Mella ds 
Puerto fico, Inc. represents and guarantses 
thet they have teken care and/or will take card 
of any pending vad/er future brokersgo com= 
mission and/er cornniesions to 93 ypoia in coa- 
nection with this finencicg ond obliges itself 
te grve KIS harmloss from the payment of «ay 
amount that may b6 fomh. 9a iG5 anc es 2 cumh= 
mission in this trangrction, “6 well 28 to Bisex 
HIC hasmiees 44 eecottence with clause Fron 
vided in o (0, page st, ef tha Loan end 
Tresge / yrearient) of “ty UticetisA based on 
Furie. : 


en 
Ne 
~~ 
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| IN VITIESS WHEREOP, the parties heve oxecuted this Pgreement hy 


' thelr respsctiva duly wuthosieac olitecrs uncer thair respestive sasis, nil 


! i 
i oa the day and year first above written. 


INMOBILIARIA MELIA DE PULATC RCC, uic. 


By: {sf Pedro Fullana 


HOUSING WNVELTMZNT CORCOL TOY 


ay. /s/ Francisco Roman 


py. /s/ Manuel Jiménez a 


Affidewit Now 19,133. 


' I * Svrorn aad subscribed to befcre mt by Pecro Fullana, of legal aga, 
‘ , erried, property owner, anc @ resident of yaa Jun, verte Yo, tn his 
' capacity of Bxecutive Vise Prestdant of Inmobiliaria ‘4ali4 de Puarto 
he Riso, Inc.; and by Francisco Komaéa and Sfanuel Jiménez, both of iege! 
' ene, wemed, 2roperty ov nares, and resicents of Mo *tecsas, Puerta fio, 
3 ip their respective cacecities of Vise Prusidont and Aagiscant Secretary 
| : nf Rousing Investment Corperation, to mw persanally xnown, at fan 
i Juan, ™:ere also, this isth cay cf Novenoer, 972. 


/s/ José Manuel Calderén Cerecedo 
Notary Public. 


Rattfizetiosn of Cures ° 


The subscribiag guacanters sopsar herein solely to tha effect 7° 
stating thelr consent to rhtz bupplemental Agraeront ond roeifying Cie 


parscnel guaremy. 
Abate 56 GU ry) MELE ° wehke 


By: [s/ Pedro Fullana 


i Pp. Francisco Mella 
' : FRSC MELLY 
" Pp. /signed/ Pedro Fullana 


RASIC hie PMD CEVELSPEEN EC 72. 


: : ; syi_(4/ José M. Alvarez de Choudens 


i ; s/ Pedro Fullana | 
/ Affidavit No. 19,184 ee eee 
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cywem end subserthad to before me by Pedro Fulinna, of legal coe, 
married, oreoerty owner, 704 p recident of Gan Juan, Pumito fico, Of iio 
own bokalt, dn his capasity of Exssutive Vien President of [arcobilinria 
Wold, 9h, end “8 sicmeyeineFast of Francisco wiclh4, who te of Icgeal 
age, married, proparty owner, aud 5 resident of riedrid, Soata; and by 
fast t%. Alvarez de Ghoudens, of lecsl age, remricad, property OWNST, and 
5 repident of Son Juaa, ?vcric niso, in his oagachty of senior Woe Ereoiecat 
of Basic Laaities and Cevalapmeat Corp,, tone porconally known, at San 
Juan, Puerto Mico, tiie 13th day of tovember, 172. 


/s/ José Manuel Calder6én Cerecedo 
ot ee 


ee ce A AO OIE AO, 


Notary rupllc. 


: | | wee MO MGAR: ONY HUT OREL PORTWRUNY ececennnewese es 
Rewwemsn mewn POP LG TPL TW I] v me mee tens oem 


eon Inthe Cit cf ong Juan, Geavnoawenith et “necta cleo, ~ 


WO wairtoerey dey oF rhe a) Gi Sovetnber of tik pear ea 
ANAKST MUACTES ANY EGMECAL ATO, See eres sees e eee eres 


ee ee ae Ag, PO meme em ww wer eo eres 


wwe CO MAMULY OO OSEYCM SER SOLES, *ticaneyesatetaw ~ 
and Natery Public tn and fur the Cor ronwentth sf Pverts } 

Fizo, with alices ny Fomente huilding, in tare Wey (oar. << 
Juon), Puerto Mee, ted resideaiaes tn Carolina, Puerto --ce<e 


Rhee GL OS OF OF ED ee Be SD BD ED GO Oe 8 OO OE Mh > PO BD SO EOS OT OS HE REM EHO S & 


C9 Oe De OF GF em EDs FH. BO <P BD OH ED OOD GP EP GPO Pp Pe ? R GP LOA GD A BD GP OS BE E> OF AO GOED ED G2 EO a8! 0m os a oD aD 


wom OF TAS FIRST PPRT. IN MOSILIARIY VSLIA BE PITENTC: --~ 

RIGO, 166., & ccrooration crgaaized under the laws ot the - 
Commonwealth of enero tro, wits sriagice! officas at Orne 
Tuan, Puerto “isco, duly authorized ts co buainess in the + <= 
Commonwealth of tucrts ktco, Sarein resranentad bu ence. we 

»  PCDRE PUPTENA, of legal iva, martied, property cwres ene 

~ résidcar of Fan Tuan, Purvcta Rice, in bia capactty uae ante 
Exesutiva Vice Preridert ef asta icine ek, tyMes BER OE + wes 
himself to chow he putheagige ty execu Shiga coed shes overs 


ve 


2 


ANG VARY ST IT TH UIT BA, new cme manne ene cece ne we eee 


ome AMD OP TRE P2OGNTS PART HOUSINGS INVEST USN 1 conn 
GeRVCRATION, & sorecpoetivy erzgearzed ene sxisting uncer += 
the lows of the stste of Gala, are, ouly autsorized ta oo es 
tusinasa in tha Conmoswerltth of Puerta Vico, rasn othr. ie 
office: 22 ete cay (ian Tues), Puerto icc, berait, rene. asus 
fed 6) “WIsTch fh Nis CCS N ind fISTER EAB uo wy eee 
JUAENEL, both of egal aye, mormrivc, arocety satuse, are - 
Tasicenis ci dfo PheGraa, Puro doo, tn thoi COL BEL Te eee 
Supse tien Of Vis’ Freaiqan and opeistane la cratyry cr anos & 


Corporation, DG) OP MDP He > MD COED TOAD Ge GP Go QP a or OO & 61 DS SV SOIA SD WES CHO WY SM > He 


DSS EF IRE DS DE 68! DE) HO OD) © OS] GLY GBS WT 09 EH DY 2 Owes ae OD) HET SH CIM we 
ia their recoective cspacitins af Vise Alaa pahcgs arta cad 
End ft erietsne << coretary ea n-e wee i. taic Cersogann 4, =) 
Dind thaascives to show their euthec "OBO Oukcte th alll 
whengver end + norevar re ee . a Sawweememe wears erie: 


oor 4, te Wosary, attee’t this? ssrecornsily \eaw oP Py asal ee 
Ind Wirstee, vVno casure na that ticy brave, tod te pe wee oe 
sucgment tev do have, tho leas) sasnckty to eos rum o5,5 
deed, and tha partiss sraira ma thet thoy Giewe Desa ote one 
Subnosised te civerr tathia gene. ene tf 


«. 


«?d 
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For | ae SEN Ba akg ig oeaa ee — ’ 


« 


ewww acon cameceercrenns YIATE: coos ones noes eon own srenen=: 


@-< FIRST: That on the thirty-first day of Cctobar nineteen --- 
hunered 2nd seventyetwo, before Notary Pudlia José Manuel - 
faldaréa Cerecedo, the party of the first part exccuted Deec - 
of tfortgage Number Cno Hundred Thirty-Six (136), im guarens- 
cf *hs payment of a Promissory Note in the amount of T2N ---- 
MILLION DOLIARS ($10,969,900.0%). --- wooason weer e~ - 


coe SECOND: The property referred to ‘a the above Ceed of -~ 
tortgage is descrioed and upzenrs recerded as follows: e=-=— 


woe 'PIRCEL OF LANE iocated at Cangrejos Arriba terd of t.> 
Stuniste ality ef Crrolina, Puert? Rico, property of Insular —--- 
Fiotal Corneratior., corisrising sn area of TV'G SHUNCDRED s--- 
ELEVEN YHCUS“ND AND FCRIV“TV'C SQUARE FEET TI7REE om—~ 
TCU NE TC AYR STEN MRT APOE? TENTRCUSINDTHS - 
OP pe SMIPRE POT, a. civalent to NINETESN THCUSFIID SIX ~ 


“WUENNPRSS PCINT SIVE TEU PND FIVE HUNORED AND --e---- 


NIBETSSM SQUARE “ETERS, ocundsd et the NCRTH, by the --- 
‘daritime Tone of the itantic Ocean: at the SCUTH, dy the --- 
tight of wny limit to Stace Yonc Number Cne fundred Zighty -~- 
Cevan: at the 2ST, by land srogerty of Alfonso Valencia anc - 
Puerto fics Perts *utacrity: ind =t the WEST, by a strip of -~< 
land of ten meter? vide property of 8. H. Biascoeshea, form: 
ty Pemzaco Pare sndezs | ewecewee enone ccn econ eore toe onrawae 


~-= This property was ac.uirod by the party of the first cart :- 
it =preare from Deed Number Two Hundrnd Ten, of “E> .ang:> 
ia the Solution snc Iimudstion of Cornoration~, exacuted oa - 
the twentieth day cf June, nineteen hundred and sixty-nine, -- 
b2fore Notary Pubiic Tosé ‘ntonie Luiia, and same efperrs --- 
subject te a ‘Aortgace securing two Promissory Notes npeyas!< - 
to the heprer in the smnunrts of SEVEN MILLION DOLLS RS ----- 
($7,909,099.93) aed DONE MILLION TWO HUNDRED FIFTY ---- 
THOUS*NO DOLLS (81,280,699.90), by Deed Number ----—-- 
Seventy-Twe, dited Cecumbur twenty-three, nineteen hurdrac 
2nd siztyesix. oefsre Notary Pecblic Luis &. Dubéna, Ir., ----- 
rescrded at pace seventy-four of volume two hundred seventy- 
three of Srraline, sroperty number ten thoucsad five huncred - 
twenty-three, third entry, Registry ef the Property cf Puerto -- 
Rico, 272m juan, Fourth Section, sree een me nen enonnnnn <= 


es 
coe THITN: [het the ooseering p-rty ef the first pert drsir?s - 
. to cl-rify certain statements, 34 wall 1s to make certain ----=- 
; amendments to sehd-desd, tm ult: «coeenmn Ae 6 ew eey 


eroee See) “he arpeariog ner of the first part dasices th.-s- 
jnunedints:y afters ter nam? U.2 pheere “rafecred to ir this “rec 
2s ‘The Covparctian'" 96 edd ones ome none seen ne - en noe 


eoeee fwo. in ths third fins from the Sactem at frce Sus, Pe 
wares ‘tes Soiution' Le seicto.! sad ia lau the wotu cones + 
Mecsolusaen be veitian. -------2 ce emmee: ca == cee me wo. sme 


ewwcee Thrace; The luterost soearing in tha oremissory rte, 
ac weil is in Une aumbee weve of the Heers! transertettc > 67 
the Promisssrv Note «peeing ¢t pga three (0) §s aight. yer 
sent pvr innum (1%) inetead of niae per sent per ined (95 5.- 


a? 


y 
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wacee four *toego vik (S3, tam “one, poemreckh POUT Te. 
at the eac of the oeragranh nftre the word sree erty 4940 ctad 
to eny otha property by dietinaesn vusGog Gislass”. seecen 


eowes Five, 22 page seven (7), item “Pour , *t ead ef o-a-- 
paragraph After the word murtgeguaad “Said pelisles soatt bc 
{gsued by 3 come: ay cuthorised to *o bustmers 18 > 23 coe 
Rica ead agrucable to the bolder ef th’ nortgegy Gate se ee 


wowme Sit, ‘hucga ten {hi}, item Sleves, the werd Meomr srr 
Apoearing 2 tas (tit hae oi sled carrycaph 16 chang ws ee 


VISSESO GL Be Dee et eee 2 ome comes ema cee mes scm mme aes. — ann 


ome MUU ITH: ‘the seeereite party of the accend , crt, esein: 
InvesLazat Scrporation, ta the newer of tha Tramiacary (oses 
Guccemtea ds ¥-4td. tia clrawancwfarras viorteaga of Ten‘ iillaa ~ 
Colices (316,560,073. °%. «4 —, the suorurising t.ct', --e 
stensg 03 the fact tnnt (hs sety af the cvcadd 27, Acusgits -~ 
Investrient Correrithe., ore moweSr2ttioe to the arsmacinents - 
“sade hersta -ad Cant s2/n cart, Ja lvsrey to we tas origtsal - 
AC As 2eid Seabctors Tbs et tha Hina of thie execution -ace 
wee laacderiwbst ony faluta ouiscs ies the Croalasery Note <= 
may tanc copmissave of th: ymansrents heroin moda, ! place 
a note tion in tha reversa of the oy acne Utersily s-o2<= 
_ tramecrmbed reads ef Lullqws: coccces mewn cece ew a sccwmeoce 


woouwe Thy Pistoia: guste ticing peymant ef this crerissery= 
Wate hag uuen ensnezd Vy Cart of Slartficaeiea No. ee 
aerated Sefers Netary Polls Ised “anve!l Ssideréa Cures 

do, on the 1382 -"4ny ef Sovember, :972. 2 (Signed, —--- 
socted, marked «nd (leurtstas? fore }-enual Calzerén emmmowne 


Sarac), ts w- Satery (.Ulls eoeemone ce ccces comme enw amae 


owe !, the Metecy, certify thet aftr tyoing the eboveersisr2c 

Note I retumied the wrigizal of the Promlasory i:cre “er Cs.: ore 
ANMson Fotlars (613,597,799 30) to thy rep resentacve ¢ ci oo 
Tow sisss Sasa ser sat Cacser1 atte... seceewoweserm cons. com comm 


ome FIFTH- The espenring prtics re wast that the 2egiswr @ 
of the “rmmcarty aeke whatever notations Bay 98 GecEes ser” its 
the boo<n cf {he Jesintry) es thee seme reflects the suessua <= 


Herat N9J@, erro wcewrn wc ew wee c cower ee mwesesenessoe- oe 


ind oe 
ooo], tim Metery, da herady epsanhd th-¢ f edvised the eo~en 
sepe.ring :octles nirain of tha iega! ~fact of tne freer ose 


dommaut, Vbiah ess geecvesd sates we dy BNE eae 
efter realaateg their right to heve oltrmeses 4 asses 


With the (sr eecewes wo me cme omer es + cane enrweeawe s ceer. owe 


oVRl Tb, 


fo 


owe ], the Botary, do hernby tertiss that this “sc imero tas 
card k: the sereariaz ae Atte ty wane! tse.) we 
hefore sre, the Meats (Tie spesetag peries Satterlee to oe 
wat ewsey felin of this doaum nt. coisa a aeaaiaie tui GaNIEN aa 
oom 1, the Totery, «lao cortify -s te my verkenr) © 5 3 clees 
AAS2 WIA the 3Epewertuy pretties, 66.59 bese E7473 ewes + 


60 GS FOI GP HY OAD ARNE GOS EOD GOSU AD AMOR AE FS SD EO GRAPE OD ROSH AD © EO a EY OD wc eae ae ~ 


) E EV 30h 


WAlifloations in sccordince with tholr Ltntamenta, und weer, 
Ye to oll cther hiage herein conttlaed and allaged, seneese 


(Honedc) Pedro Fullana.-<= Franatsco Pomin.-= Manual -<- 
Jimtreg.ee= (Signed, sealed, marked end flourishec) ---<-- 
JOSE MANUEL CALEURON CLEEECELO.~-<~ (Tho cera 
fag internel roveaus stampa and of actertal fea hava been «~ 
cancelled oa the criginal of this dee 


c ) > On ee Oe Or ae 20 we ae a we wea Goes See. 


wsponde- 
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Housing Investment Corporation 
470 Ponce de Leén Avenis 
Hato Rey, Puerto Rico 


Gentlemen: 


In order to induce you, from time to fev at your option, to make loans or odvances 
to, or ot the request of Inmobiliaria a de Pur a, 20 corporation 
organized under the laws o eee th of Piece , wita principal 


offices in San tien Pucrtoe Ricrm--n— / lereinatrer called the "borrower"), 
or to discount notes, bills of exchange, accer’ances, ‘ahecks or any otuer instruments of 


evidence of indebtedness (all of whicn ore hereinafter designated “instruments") on which 

the borrower is or may be liable as maker, endorser, acceptor or otherwise, and to make 
loans or advances on the basis of ari, such instrument as security, or to extend credit in any 
other manner to the borrower, with or without security, the undersigned and eacn of them 
hereby guarantee jointly and severally with the borrower, prompt payment at maturity to you, 
your successors or assig:.s, of each and every such loan, advance, credit and other obligation 
hereinabove referred to and also of any otner debt, of any nature, which the borrower may 
now or hereafter owe you, including eacn and all the instruments ebove mentionec (whe ther 
issued before or after this dete) in which you now have or may i: the future nave or acquire 
any interest, whether beneficial or security or otnerwise, togeties with any and all expenses 
in which you may incur in the collection of all or part of any such debt, or to make effective 
any right herein created, provided however that the several liability of each of the parties 
subscribing this guarantee shall at no time exceed the sum of $o 979 nnn oo in law ful 
currency of the United States, whatever may be the medium in wnich the obligation hereby 
guoranteed mdy be payable, plus interest which may accrue, whether before or after 
maturity, on the said obligation, plus costs, expenses and attorneys fees incurred by you. 
And all of te undersigned hereby waive notice of acceptance of this guarantee, as well as 
presentment, demand, protest and notices of nonacceptance or nonpayment of each and 
every such instrument hereinabove referred to, and they likewise waive demand, and notice 
of non-payment on each and every such loan, advance, credit or other obligations above 
referred to, and further waive any right to demand that judicial action be taken aguinst any 
person who may be a party to said instruments, ce who may be liable thereon, and further 
waive any notice or demand to the undersigned under this document, os also the right to 
plead the statute of limitation on said obligations. 


And the undersigned hereby consent and agree that you i! at any time ¢ ‘rom 
time to time at your discretion: 


1.- Extend or change the maturity, or the manner, place or condition of payment 
“of any and all of said instruments, loans, advances, credits and other obligations or of any 
port or parts thereof, or of any renewal or renewals thereof; 


2.- Substitute, release or deliver all or part of the collateral security of cny part 
or ports thereof (regardless of who supplied it) which you may have, or may acquire in the 
future, in connection with this guorantee, or witn any or all of the instruments, loans, 
edvances, credits and other obligations hereinabove referred to; 


3. Sell or purchase all or ony port of the said collateral security at private, public 
or sotorial sale, of at any broker's boord, and after deducting the costs, attorneys fees and 
expenses of any sort incurred in the collection sale and delivery of such collateral, the 
products of the said sale or sales may be applied by you to any obligation or obligavions 
of the borrower, the payment of which is guaranteed by the undersigned; or of any other 
debt of liability of the several undersigned to you; 


4.- To effect settlements of arrangements with the borrower or with any other 
Person or persons liable thereon, with respect to any of all such instruments, loans, 
advences, credits or other obligations, the payment whereof the undersigned guarantee by 
this document, of to subordinate payment of the same or of any part thereof to the payment 
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of any other debt or claim which moy at any time be due to you or to any other person; all in 

the form and according to the terms that you may deem convenient, without further notice or 
consent of any of the undersigned, all of whom hereby agree to be and to continue lioble 
under this guorantee, independently of the existence, value or status of any collateral, end 
notwithstanding ony substitution, alteration, settlement, agreement, delivery, release, sale 
application, renewal of extansion, and notwithstanding that all of the obligations of the 
borrower to you which may be outstanding and unpaid at any time may exceed the limit fixed 
in this guoroniee. 


And you ore hareby authorized at your option to apply to any debt or liability of the 
undersigned to you now or hereafter existing any moneys or other property, oF the proceeds 
thereof which may now or in the future be deposited with you, or left with you by any of the 
undersigned or for their account, or to be credited to any of the undersigned, or in which 
any of the undersigned may have any interest. All items ond assets shall be considered as 
left with you as soon as they shall have been placed in transit to you by mail or by messenger. 


No delay on your part, or that of your successors or assignees, in exercising of 
requiring compliance with any right or obligation under this document, oF in toking any 
action to collect or exercise any right to the debts or obligations hereby; guaranteed, shall 
be construed as a waiver of any such rights, liens or obligations, nor shall it prejudice your 
rights under this document; insofar as the undersigned ore concerned. 


In case of the insolvency or bankruptcy of the borrower or of any of the undersigned 
or in case that a petition in bankruptcy, or for the appointment of the receiver be filed in 
any court by the borrower, or against it, or by any of the undersigned 0 cgs‘ast them, or 
the attachment of ony assets of any of them be decreed, then all instruments, loans, advances, 
credits and other obligations cbove referred to shall be considered, for the purposes of this 
guorantee, imm diately due and paycble, and tie liability of each of the undersigned shall 
* be demendable, u'l without demand or notice. : 


This is a continuing guarantee giver: in order to induce you to enter inte, end make 
loans under o certain Pledae Agreenento=-—-—s—— = ll a 
dote herewith between you and Irmohiliaria Molfa do Muerto Rico, tor the 
financing of the construction of a housing project in a fe een 9 PURETO 
Rico, ond this guarantee will not be revoked by the undersigned until such time as the 
obove-mentioned Bledce Agrromantanneneseeensesaaae= , (as the same 
may be amended from time to time, which amendments may be made without the consent of 
or notice to the undersigned) and all terms thereof she!) have been fully complied with by 
all parties and the housing project contemplated thereby shall have been fully completed. 
No act or omission on your part, of whatever nature, shall affect or prejudice this guarantee 
: /under any circumstance, nor will the same be affected*by reason of any change that may 

W; ‘arise by reason of the decth of ony partner on partners of the undarsigned, of the borrower, 

7 or by the advent of one or more new partners provided thar until ail of the obligations of 
the borrower to you shall have been paid (notwithstanding that said unpaid abligations may 
at any time exceed the limit of this guorantee) the undersigned agree that none of them, 
directly of through their respective agents, executers, administrators, successors in interest 
of assignees, stall exercise against the borrower the rights allowed them by Section 1742 of 
the Civil Code of Puerto Rico, 1930 edition, nor shall they exercise against you or the 
Cebtors, in any manner, any right of subrogation which the undersigned or any of them may 
have, nor will they diminish or impair in any manner your tights against te debtor, es long 
es you shall no? have been fully paid for the debts and obligations gvorantaed by this 
document. : . 


You may assign this instrument or any of its rights ond powers hereunder, with all 
or any of the obligations hereby guaranteed, ors) may assign and/or deliver to any such 
assignee any of the security in your hands under the terms hereof, ‘and in the evsni of such 
rights ond powers and of such security (if any suc> ssewity be so assigned or delivered) 
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shall have the some rights and remedies as if originally named herein in your place. This 
egreement shall inure to the benefit of and be enforceabie by you and your successors and 
assigns ond shall be binding upon each of the undersigned and the heirs, legal repre- 
sentatives, successors and assigns of each of the undersigned. Without limiting the gener= 
ality of the foregoing, the undersigned specifically consent to the assignment by you of any 
ord all your rights and interest under this instrument and any and all of your rights and 
interest in and to any securities held by it under the terms hereof to any financial institu= 
tion providing financing to you in connection with the transactions contemplated herein. 


If this guorantee is signed by more than one person, it will be the joint and several 
obligations of each and every one of said persons, os among themselves and with the 
borrower, ond it will not be considered revoked or impaired as to any of them by the death 
of any or of all said persons, or by the revocation or release of any obligation to which 
this document moy refer, by of against any or all of said cersons. 


Anything herein to the contrary notwithstending, guarantor shall not be liable in 
any event under this Guaranty for the payment of interest on the outstanding principal 
amount ct a rate of interest higher thon the permitted meximum interest rate chargeable 
under,the laws of the-Gammonwealth of Puerto Rico, 


, this . Ontober19 __ 
2 


dete day 


AFFIDAVIT NO, 


Sworn and subscribed to before ma by Pedro Fullana, of leeal age, 
married, pruperty owner aud resident of San Juan, P.R., in his canicity 
of attorney in fact of Inmobiliaria Molid, S. A., to me personally 
known at San Juan, P.R., this 3let. day of October, 1972. 


NOTARY FUDLIC 


« 


ae A REE ME A NH PEER NE I ie PN ARIAT A AE a er 
cndaanenintnensnntntemeteentestnensenrneieenir edie SS LMS SS MT ALR OE AEA LETITIA 


% 


sco mouanaCrO 
PR TRS FR LT REN RIO TOES 


5 


Housing Investment Corporation 
470 Ponce de Leén Avenue 
Hato Rey, Puerto Rico 


Gentlemen: 


In order to induce you, from time to time, at your option, to make loans or advances 
3% .cor poration 


to, or at the ‘request of pysrto-nico,t 
organized under the law oreos oe ter te i r : , wita principal 


offices in ets ce «anise ut Murbinaher called the “borrower"), 

or to discount notes, SIRF St exonohge- ‘aeceprances, checks or any otner instruments of 
evidence of indebtedness (all of which ore hereinafter designated "instruments") on which 

the borrower is or may be liable as maker, endorser, acceptor or otherwise, and ta make 
loans of advances on the basis of any such instrument as security, of to extend credit in any 
other manner to the borrower, with or without security, the undersigned and each of them 
hereby guarantee jointly and severally with the borrower, prompt payment at maturity to you, 
your suécessars or assigns, of each and every such loan, advance, credit and other obligation 
hereincbove referred to and also of any otner debt, of any nature, which the borrower may 
now or hereafter owe you, including eacn and all the instruments above mentioned (whether 
issued before or after this date) in which you now have or may ii the future nave or acquire 
any interest, whether beneficial or security or otherwise, togetier with any and all expenses 
in which you may incur in the collection of all or part of any such debt, or to make effective 
any right herein created, provided however that the several liability of each of the parties 
subscribing this guarantee shall at no time exceed the sum of $ in lawful 


_ currency of the United States, whatever may be the medium in watchs Sitigerion hereby 


guaranteed may be payable, plus interest which may cccrue, whether before or after 
maturity, on the said obligation, plus costs, expenses and attorneys fees incurred by you. 
And all of the undersigned hereby waive notice of acceptance of this guaraniee, as well as 
presentment, demand, protest and natices of nonacceptance or nonpayment of each and 
every such instrument hereinabove referred to, and they likewise waive demand, ard notice 
of non-payment on each and every such loan, advance, credit or other obligations above 
referred to, and further waive any right to demand that judicial action be token against any 
person who may be a party to said instruments, or who may be liable thereon, and further 
waive any notice or demand to the undersigned under this document, as also the right to 
plead the statute of limitation on said obligations. 


And the undersigned hereby consent and agree that you may at any time or from 
time to time at your discretion: . 


1.~ Extend or change the maturity, or the manner, place or condition of payment 
of any ond all of said instruments, loans, advances, credits and other obligations or of any 
port or parts thereof, or of any renewal or renewals thereof; i 


2.~ Substitute, releose or deliver all or part of the collateral security of any part 
or ports thereof (regardless of who supplied it) which you may have, or may acquire in the 
future, in connection with this guarantee, of with any or all of the instruments, loans, 
edvences, credits and other obligations hereinabove referred to; 


3.- Sell or purchase all or any port of the said collateral security at private, public 
or notarial sale, or at any broker's board, and after deducting the costs, attorneys fees and 
expenses of ony sort incurred in the collection sale and delivery of such collateral, the 
products of the said sale or sales may be applied by you to any obligation or obligations 
of the borrower, the payment of which is guaranteed by the undersigned, or of any other 
debt or liability of the several undersigned to you; . 


4.° To effect settlements of arrangements with the borrower or with any other 
person or persons liable thereon, with respect to any or all such instruments, loans, 
odvances, credits or other obligations, the payment whereof the undersigned guarantee by 
this document, of to subordinate payment of the same or of any port ‘thereof to the payment 


. 


De 


of ony other debt or claim which may at any time be due to you or to any other person; all in 
the form and according to the terms that you may deem convenient, without further notice or 
consent of any of the undersigned, all of whom hereby agree to be and to continue licdle 
‘.  ynder this gucrantee, independently of the existence, value or status of any collateral, and 
ae notwithstanding any substitution, alteration, settlement, agreement, delivery, release, sale 
application, renewal or extension, and notwithstanding that ail of the obligations of the 
borrower to you which may be outstanding and unpaid at any time may exceed the limit fixed 
in this guarantee. 


And you ere hereby authorized at your option to apply to any debt or liability of the 
undersigned to you now or hereafter existing any moneys or other property, or the procecds 
thereof which mey now or in tue future be deposited with you, or left with you by any of the 
undersigned or for their account, of to be credited to ony of the undersigned, or in which 
any of the undersigned may have any interest. All items and assets shall be considered as 
left with you as soon as they shall have been placed in transit to you by mail or by messenger. 


No delay on your part, or that of your successors or assignees, in exercising or 
requiring compliance with any right or obligation under this document, or in taking any 
action to collect or exercise any right to the delsts or obliaations hereby; guaranteed, shall 
be construed os a waiver of any such rights, liens-or ob!:c«: ions, nor shall it prejudice your 
tights under this document; insofar as the undersigned ar: concerned. 


In case-of the insolvency or bankruptcy of the borrower or of any of the undersigned 
or in case that a petition in bankruptcy, or for the appointment of the receiver be filed in 
i any court by the borrower, or against it, or by any of the undersigned or against them, or 
| the attachment. of any essets of any of them be decreed, then all instruments, loans, advances, 
. -  eredits and other obligations above referred to shall be considered, for the purposes of this 
I guarantee, immediately due and payable, and the liauility of each of the undersigned shall 
. be demandable, all without demand or notice. 


This is a continuing guarantee given in order to induce you to enter into, and make 
~ loans under a certain Agrcamsnt bearing even 
date herewith between you and” * 2 . TAF the 
financing of the construction of a housing project in a 2 , Puerto 
Rico, ond this guarantee will not be revoked by the Seeeoes until such time os the 
ebove-mentioned . + (as the same 
+ may be omended from time to time, which amendments may be made without the consent of 
or notice to the undersigned) and ail terms thereof shall have been fully complied with by 
all parties and the housing project contemplated thereby shall have been fully completed. 
No act or omission on your part, of whatever nature, shall affect or prejudice this guarantee 
| under any circumstance, nor will the -.ne be affected By reason of any change that may 
crise by reason of the death of any partner or partners of the undersigned, of the borrower, 
of by t:» advent of one or more new partners provided that until all of the obligations of 
| the borrower to you shail have been paid (notwithstanding that said unpaid obligations may 
| at any time exceed the limit of this guerantee) the undersigned agree that none of them, 
| 


directly or through their respective agents, executors, administrators, successors in interest 
of assignees, shall exercise against the borrower the rights allowed them by Section 1742 of 
the Civil Code of Puerto Rico, 1930 edition, nor shall they exercise against you or the 
debtors, in any manner, any right of subrogation which the undersigne:t or any of them may 
have, nor will they diminish or impair in any manner your rights agains’ the debtor, as long 
es you shall not have been fully paid for the debts and obligations guaranteed by this , 
document. : 


You may assign this instrument or any of its rights and powers hereunder, with all 
or any of tha obligations hereby guaranteed, and may assign and/or deliver to any such 
Gssignee any of the security in your hends under the terms hereof, and in the event of such 
rights ond powers and of such security (if any such security be so assigned or delivered) 


res 


: 
| 
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shall have the same rights and remedies as if originally named herein in your place. This 
agreement shall inure to the benefit of and be enforceable by you and your successors and 
assigns and shall be binding upon each of the undersigned and the heirs, legel repre- 
sentatives, successors and assigns of each of the undersigned. Without limiting the gener= 
ality of the foregoing, the undersigned specifically consent to the assignment by you of any 
ard all your rights ond interest under this instrument and any and all of your rights and 
interest in and to any securities held by i? under the terms hereof to any financial institu- 
tion providing financing to you in connection with the transactions contemplated herein. 


If this guarantee is signed by more then one person, it will be the joint and several 
obligations of each and every one of said persons, as cmong themselves and with the 
borrower, and it will not be considered revoked or impaired as to any of them by the death 
of any or of all said persons, or by the revocation or release of any obligation to which 
this document may refer, by of against any or all of said: persons. 


Anything herein to the contrary notwithstonding, guarantor shell not be liable in 
eny event under this Guaranty for the payment of interest on the outstanding principal 
emount ot o rate of interest higher than the permitted maximum interest rate chargeable 
under the laws of the Commonwealth of Puerto Rico, 


"AFFIDAVIT NO, 10.135 


Swora and subseribed to before me by Pedro Fullana, of lecrl 
age, marvied, procerty owner and rasident of San Juan, P.R., in his 
capacity of attorney—ta tact of Franciaco Melia, who is of leyal agn, 
married, propertia Cin oy ai resident of Madrid, Espana, co ma 
personally denguly aeretaay rir . P.R., this 3lst. day of October, 1972. 
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October 3lst., 1972 


Housing Investment Corporation 
San Juan, Puerto Rico 


RE: Loan $17,812,900.00 to Inmobiliaria 
Mel14 de Puarto Rico, Ino. 
Apertotel - Isla Verda 
Carolina, Puerto Rico 


Gentlemen: 


Tho undersigned {3 an attcrney a. law duly admitted to 
practica, in the Commonweelth of Puerto Rico and tn good standing will 
with the Supreme Court of Puorto Rico for the practices of his profession. 


Borrower has full power, authority end legal right to berrow 

. money end mortgege its property as contemplated by the Pledga or Loan 
Agrcoment (the Agreament), to execute and deliver the Mortgaga Notes, the 
Mortgages, the Notes, and the Aqrcoment end all othor documents evacuted 
- or to ba executed by it as contemplated iy the Acroaiment end oll corjorate 
and other action has Deen duly and effeciively taken to authorize tha 
borrowicg of the money to be borrowed under the Agreement and ths valid 
execut.on, delivery and perfermance oi the Mortgzge Notes, tha Nortragas, 
the Notes, the Agreement and all other decuments r2farred to tha Agraomont 
and to constitute the Agreement and such Instruments and documanats when 
executed and delivered to be valid, logally binding and enforceable 
obligations of tha Borrower. 


Borrower possesses all franchises and rights necessary for the 
conduct of its business as now conducted or proposed to be condnuctcd. 
” 


Borrower has good and marketable dominion titla to all 
property and a3sets specifically cescribed or roferred to in or otharwise 
intended to be encumbered by the Mortgage in guaranty of a promissory 
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note for TEN (10) MILLION DOLLARS ond except for the Non of the roforred 
Mortgage nono of such property ta oncumbered by any mortgago cr other 
lion, except a mortgage In guarantea of two (2) Prom!ssory notos in tha 
amounts of SEVEN (7) MILLION DOLLARS and ONG MILLION TWO HUNDRED 
FIFTY THOUSAND DOLLARS (51,250,000.00) which promissory notes wlll bo 
endorsed and delivered to HIC simultaneous to this exccution. 


The Mortgaga for SEVEN (7) MILLIO3 DOLIARS and OME MILLION 
TWO HUNDRED FIFTY THOUSAND DOLIARS ($1,250,006, 00) have been alroady 
rocorded at page 74 volume 273 of Carolina, property number 10,323, 
3rd. Entry, and the Mortgage for TEN MILLIONS DOLLARS ($10,000.000.00) 
has beon duly executed and a certified copy thereof will bo duly filed for 
record In the Regtstry of the Property of Puerto Rico, Cerolina Section, and igs 
entitled to be recorded, and the Mortgage (s) conctitute(s) and ts a valid and 
legally enforceable Men upon the property speciiically or generally described 
or referred to therein end intended to be encumbered by the Mortgaga(s). 


The werranties and representations of the Borrower set forth 
an the Mortgage are true end correct. “ 


All representations and warranties of 


the Guarantors set forth 
in the Guarantee are true and correct. : 


The Bulider is not a perty to any contract or agreement or ts 
subject to anv cherter or other corporate or other legal restrictions of any 


kind which, lu the Opinion of the Builder, materially and adversely afiects 


the businesses, properties, asscts or conditions, financial or otherwise, of 
the Builder; and neithor the execution and delivary of the Agreemont, the 
consummation of the transactions contemplated herein, nor the compliance 
with the terms, conditions and provisions of the Agreement and of the Notes 
will conflict with or result in a breach of the terms, conditions or provisions 
of, or constitute a default under the charter or by-laws of the Builcoer or any 
agreement or other instruments to which tt ts a party or by which it ts bound 
or result in the creation or imposition of any len, charge or encumbrance of 
any nature whatsoever upon any of the propartios or assets of the Builder, 
except as permitted by the provisions horeof, 


The sewage treatment plant to which the Project {s to tie-in 
is of sufficient capacity and Proper design and will provide adequate sewag3 
service to all Apartohotel Units contemplated to be constructed thereon under 
the provisions hereof. The cc itracts to tle-in to this sewagoa tr3atmoent plant 


are boing nogotiated and tho execution shall be a valid and binding on the 
parties concern. 


Ld 


Publi water sorvica {gs available to serve the Site and all 
Apartohotel Units contemplated to be constructed theraon. 


All information which has boen furnished to HIC with respact 
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to tho financial condition of the Porrower and tho Guarantors is correct and 
ts completo in regard to the matters purported to bo shown thereby to the 
beat knowlodgo and boallof of the undersigned. ; 


HIC above mentioned moans Housing Investment Corporation, 


Lender.’ 
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JOSE ANTONIO LUINA 
et: 
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Housing Investment Corporation 
fan Juan, Puerto Rico 


Res Lean $17,812,000.00 to 
Inucbiliaria Melia de Puerto 
Rico, Inc. 
Apartotel = Isla Verde 

Carolina, Puerto Rico 


te 


Gentlemens: 


As per your request, we are forwarding herein an opinion 
as to the legal validity of the promissory notes in the sun 
of $7,000,000.00, $1,250,090.CO and $10,000,000.00 and the 
mocttgages guaranteeing the payment of the same, as wall as 
the Loan and Pledge Agreement dated 3let. day of October, 
1972 and the supporting documents provided for therein, In 
such capacity wo have reviewed the Policy of Title Lasurance 
issued by Chicago fitle Insurance Company, Scrial No. 

53 001 02 03272 and other docunmcnts as wa have deom appro= 
priate in connection with this opinion and on the basis of 
the foregoing wo are of the opinion thats: 


(a) Inmobiliaria Melia doe Puerto Rico, Inc. has conplicd 
with all legal requirements and is in good standing as a 
domestic corporation and tha same is duly authorized to enter 
into the above agreemonts in accordance with its certificate 
of Incorporation. 


(b) Inmobiliaria Melia& da Puerto Rico, Inc, is a corpora= 
tion that has all requisite powor, authority, and legal right 
to own property and to carry on its business as ncw conducted 
and as proposed to be conducted or carried on. 
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(c) Inmobilioria Molid de Puerto Rico, Inc. possesces 
the franchisen and righte necesnnry for the conduct of its 
busineos ag now conducted or proposed to be conducted. 


(A) Inmobiliaria Melid de Puerto Rico, Ine, has full 
power, authority, and legal right to borrow monsy ar. to 
mortgago its proverty, to execute and deliver tha Mortcage 
Note, for $10,000,000.00 the Mortcag:, and all corporate 
and other action has been duly and offectively takin to 
authorize the borrowing of the monies borrewed, and the 
Mortgage and tha Mortgage Note have heen validly executed 
and oll cther documents are legally binding and cnforccabia 
obligations of the Corporation. 


(e) The Mortgage has been duly czvecuted ané certified 
copy thereof with the necessary internal rcvenue Ftancs has 
been delivered to the Titla Comrany in Puerto Rico, who has 
presented same to the Registry for recoréing and issue: 
Title Policy as requested, and said Movtdage is valid and 
legally enforceable lian upon the property ssecificnlly 

“ip @escribed and intended to be encusbered by eaid Mortcage. 


(z) The Mortgage for SEVEN (7) MILLION DOLIARS and ONE 
MILLION GIO HUNDRED FIFTY THOUSAND DOLIARS ($1, 250,000.00) 
have been already recorded at page 74 volume 273 of Carolina 
property number 10,523, 3rd. Entry. ‘the promissory note for 
$7,000,000.00 guaranteed with the above referred Mortaage 
was duly endosed in favor of Housing Investment Cortoration 
by Banco de Ponce, and the promissory note for $1,250,NC0.00 
guaranteed with the Mortgage for same amaint was duly trans= 
ferred to Housing Investrent Corporation, and Housiny Invest= 
ment Corporation took possession of the referred 2 notes 
simultancous to the execution of the Lean and Pledge hgree= 

. ment, and the Mortgage for TEN MILLION NOLTIARS ($10,6C0,030) 
has been duly executed ard 3 certified copy thereof will be 
Guly filed for record in the Registry of the Yeoperty of 
Puerto Rico, Carolina Section, and is entitled to ba recorded, 
and the Hortgage(s) constitute(s) and is a valid and legally 
enforceable lien upon the property specifically or censrally 
deseribed or referred to theroin and intended to be encun- 
bered by the Mortgago(s). 


ae ig) The warranties and reprenentations of Insoiliaria 
Melia de Puerto Rico, Inc. aro correct, true and legally 
binding. 


(h) Inmobiliaria Mslid do Puerto Rico, Inc. is in 
complete and exclusive possession of all of the lands 
_ encumbered by the mortgage. 


, =~ 


({) The Title Company has taken no exception to 
property taxes, ‘ 
(j) Tho exceptions mentioned in items two and 
three of Schedule *3* of tho policy are in the process 

of being elininated, 


As to our statement end opinion ins thie enbove mittoxr 
(1), wa hove entirely relied in tho Title Thsurance 
Policy hereinbefore mentioned, 


Very truly yours, 


7 
/ 


a Pa) ie 
LLL: eerie i Shag. 
| SOMS CALDERON CERECcENO 
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AMERICAN LAND TITLE ASSOCIA ae 
LOAN POLICY-1970 
(Amended 10-17-70) 


53 001 02 03272 


CHICAGO: TITLE INSURANCE COMPANY 


SUBJECT TO THE EXCLUSIONS FROM COVER AGE, THE EXCEPTIONS CONTAINED IN 
SCHEDULE BAND THE PROVISIONS OF THE CONDIFIONS AND STIPULATIONS 1; RLOF, 
CHICAGO TITLE INSURANCE COMPANY, a Missouri corporsiion, Lerein called the Company, 
insures, 2s Of Date of Policy shown in Schedule A, against loss or damage, not exceeding the amount 
of insurance stated in Schedule A, and costs, attorneys’ fees and expenses which the Compa: 


ha 


vy may 
become obligated to nay hereunder, sustained or incurred by the insured by reason of: 


1. Title to the estate or interest described in Schedule A being vested otherwise than as stated 
therein; . 

2. Any defect in or lien or encumbrance on such title; 

Lack of a right of access to and from the land; 

Unmarketability of such title; 


A & | 


The invalidity or unenforceability of the lien of the insured Mortgage upon said estate or interest 
except to the extent that such invalidity or unenforceability, or claim thereof, arises out of the 
transaction evidenced by the insured mortgace and is based upon 

(a) usury, or ee 

(b) any consum: « credit protection or truth in-lending law; 

6. The priority of an, Jen or encunibrance over the lien of ike insured mortgage; 


7. Any statutory licn for labor or material which now has gained or hereafter may gain priority 
over the licn of the insured mortgage, except any such licen arising from an improvenient 07 
the land contracted for and commenced subsequent to Date of Policy not financed in whole .: 
in part by procecds of the indebtedness secured by the insured mortgage which at Date of Policy 
the insured has advanced or is obligated to advance; or 


8. The invalidity or unenforceability of any assignment, shown in Schedule A, of the insured 
mortgage or the failure of said assignment to vest title to the insured mortgage in the named 
insured assignee free and clear of all liens. 


In Witness Whereof, CHICAGO TITLE INSURANCE COMPANY has caused this policy to be signed 


and sealed as of the date of policy shown in Scheduie A, the policy to becomo valid when countersigned 
by an authorized signatory. 


° 


5 CHICAGO TITLE INSURANCE COMPANY 
Issued by: 


. By: 
HOME TITLE AGENCY OF Bos . oe — 
PUERTO RICO, INC, 
904 Pan Am Building Sita Tica 


255 Ponce de Leon Avenue phrAAra. a ; 
Pee SS esident. 
Hato Rey, Fuerto Rico 00917 WK : : ay : a Pee n 
(809) 765-6145 foo! coRPORATE > ATTEST: 
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Copyright 1969 American Land Title Associution 
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EXCLUSIONS FROM COVERAGE 


The following matters are expressly excluded from the coverage of this policy: 


i 


Any law, ordinance or goveramental regulation (including but not limited to building and zoning 
ordinances) restricting or regulating, or prohibiting the occupancy, use or enjoyment of the land, 
of re,alating the character, dimensions or location of any improvement now or hereafter erected: 
on the land, or prohibiting a separation in ownership or reduction in the dimensions or area of 
the land, or the effect of any violation of any such law, ordinance or governmental regulation. 


Rights of eminent domain or governmental rights of police power unless notice of the exercise 
of such rights appears in the public records at Date of Policy. 


Defects, liens, encumbrances, adverse claims, or other matters (a) created, suffered, assumed 
or agreed to by the insured claimant; (b) not known to the Company and not shown by tie 
public records but known to the insured claimant cither at Date of Policy or at the date such 
claimant acquired an estate or interest insured by this policy or acquired the insured mortgaye 
and not disclosed in writing by the insured claimant to the Company prior to the date such 
insured claimant became an insured hereunder; (c) resulting in no loss or daniage to the insured 
claimant; (d) attaching or created subsequent to Date of Policy (except to the extent insurance 


‘ : is afforded herein as to any statutory licn for labor or material). 


Unenforceability of the licn of the insured mortgage because of failure of the insured at Date 


of Policy or of any subsequent owner of the indebtedness to comply with applicable “doing 


Def -'tlon of Terms 


The following terms when used in this policy mean: 

Ka) “insured”: the insured named in Schedule A. The term “in- 
ed” also includes (i) the owner of the indebtedness secured by the 
ured mortgace and each successor in ownership of such indebtedness 
serving, however, all rights and defenses as to any such successor 
© acquires the indebtedness by areration of law as distinguished 
Pin purchase including, but not linuted to, heirs, distributces, de- 
ees, Survivors, Personal representatives, next of hin or corporate or 
luciary successors that the Company would have had agaiast the 
cessor’s transferor), and further inciustes (ii) any rovernmental 
rACY OF instrumentality which is an insurer or guarantor under an 
Mrance contract or guaranty insuring or guarantecing said indcbted- 
pS, OF ANY part thercof, whether named as an insured herein or not, 


(ili) the parties designated in paragraph 2(a) of these Coiditions 
Stipulations. 


4 ig teed 


_ CONDITIONS AND STIPULATIONS 
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business” laws of the state in which the land is situated. / 


(b) “insured claimant”: an insured claiming loss or damage here- 
under, 

(c) “knowledge”: actual knowledce, not constructive knowledee or 
notice which may be imputed to an ins“red by reason of any public 
records. 

(d) “land: the land desgribed, specitically or by reference in 
Schedule A, and improvements affived thereto which by law consttute 
real properiy; provided. however, the tern: “lind” Coes not include any 


property beyomd the lines of the area speciticaliy described or reverted 


to in Schedule A, noe any right. tithe, interest. estate or easement in 
abutling strects, roads, avenucs, alleys, lanes, ways or waterways, but 
nothing herein shall modily or limit the extent to which a right oF 
Access to and fron the land is insured by this potiey. 

(c) “mortage: mortgage, deed of trust, trust deed. of other security 
insicument, 

(f) “public records”: those records which by taw impart constructive 
Notice of matters relating to said land. 


CONDITIONS AND STIPULATIONS (Continued on page below Inserts) ; 
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SCHEDULE A 


Date of Policy Amount of Insurance 


e $7,000, 000.CO— 


LOAW FUtial 


Numbor 


53 001 02 03272 


1, Namo of Insured: {CUSIG INVEST IAT CORPORATION Amp/or I75 ASSIGIS, AS THESIS LilTETGsST 
; HAY APPAR. 


2. The estate or interest referred to hercin is at Date of Policy vested in: 


DINOBILARIA MELIA DE PUERTO RICO, INC. 


3. The estate or interest in the land described in this Schedule and which is encumbered by the insured mortgage is: 


Fee simple 


r a,» 


4. The mortgage, herein referred to as the insured mortgage, and the assignments thercof, if any, are described 
as follows: 


"Valid first mortgage made by Inmodilaria tieli& ce Puerto Rico, Inc. 
by Deed No. 72 executed on December 23, 1966 before Notary Public Luis E. Dubén, Jr. 


duly recorded 
to the insured, to secure the payment of $7,0CO, 000,CO——— and interest 77 flect:forrecord at the Registry of 


the Property of San Juan, Fourtn Section Puerto Rico, 
on at page 74, entry of Book 273 of Daily Entries. 


This operation is for $17,812,000.00 and we will issue another policy 
m= for $10,812,000.00 as soon as the disbursements reach the amount of 
$7,000, 000.00. 


6. The land referred to in this policy is described as follows: 


URSA: Parcel of land located at Cangrejos drriba Ward of Carolira, 

tat Bleck comprising an area of 19,600. 5519 s/t, duly recorded in the Roeiscsy 
of Property of San Juan, Fourtk Section at page 73 of volume 273 of 
Carolina, second inscription, property Noe 10523.- 


Phte walle walld anty if Schedule B is attached, 


is" An, LOAN FORM ; 
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. SCHEDULE B 
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This policy does not insure against loss or damage by reason of the following: 


1. The lien of all taxes for the year 1973-1974 and thereafter, not yet due and payable. 


Leaschold in favor of Pishman San Juan, Inc., today Trans-Continental San 
Juan, Ince and Fishman Puerto Rico, Inc., for a teri of 99 years, from March 
1s, 1962, created by Decd No. 1, executed July 6, 1962 before famucl Re. Cui- 
jiones, ratified by Deed Ko. 2, exccuted July 6, 1962 before the same notary, 
both recorded at page 46 of volume 200 of Carolina, property No. 8059, 2nd. 
inscription.- Extended to property 10523 by means of Deed No. 46, exccutcd on 
Septenber 25, 1963 before the same notary both recorded at page 71 of volume 
273 of Carolina, property 10523, Ist. inscription.- 


v, 
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Condition of Sale, recorded at page 188 of volume 103 of Carolina, property 
2070, 6th inscription, also ratificd by the first inscription to property 
8059 as per Decd No. 5, of July 6, 1962 before Celestino Iriarte, Jr., 
recorded at page 45 of volume 200 of Carolina,- 


Survey prepared by Arcelio Maldonado, Licence No. .1169, dated February 27, 
1968, shows a parcel with an area of 19,595.87, s/m, which is 6.68 s/m less 
_ than the area that for this property appears recorded in the Registry.- 
, Survey shows no es:7ments and no improvemcnts.- No title insured beyond 
‘ the high water mar. of the Atlantic Ocean, (Maritime Zone.) 


‘ 


pian pons alaheaed Puert /) ico, Inc, 
By Co ek — NOTE: The following endorsements appearing after 


Authorized Signatory Schedule B are an integral part of this policy. 


’ Schedule b of this Policy consists of pages. 
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Insurance after Acquisition of Tithe . 


in force as of Date of Policy in favor 


part of the estate oF interest in 
the fand de-seted an Sdedule A by foreclowie, trustee's sale, Cone 
wep ance in tien of foreclosure, oF other legal manner whic h dh charpes 
the hen of the insured mortgage, and if the rnsared is a corparahon, 
its transferee of the estate oF interest $9 acquire 
ferce 1s the parcnt of uheily owned subsidiary of the insured, and in 
favor of any ¢ seramental agency us instrumentality which acquires all 
or any parte the cciate of interest pursuant lo a contract of insusance 
or pifanty iisuniee OF pruantceng the indebtedness secured by the 
Linsuted sortrare. provided that the amount of insurance hereunder 
aftct such acqueten, exci 


usive of costs, altoracys’ fecs and expenses 
which the Conpany may become obligated to pay, shall not excecd 
the jeact of: 


(i) the amounl © 


(o) Continuation of 
This poli shall continue 
of an insured who acquires all oe any 


J. provided Ure trans: 


{ insurance stated in Schedule A: 


(ii) the amount of the unpaid principal of the indebtedness as 
dened in paragraph 8 hereaf, plus interest thereon, expenses of 
foreclosure and amounts advanced to protect the hen of the 
insured mortgage and secured by said insured mortyoge at the 
time of acquisision of such estate or niterest in the land, or 


(iii) the amount paid by any governmental agency of instrumentality, 
if such agency or instrumentality is the insured claimant, in the 
acquisition of such estate or interest in satisfaction of its insur- 
ance contract of puacanty. 


(b} Continuation of Insurance oftor Conveyance of Title 
The coverage of this policy shall continue in force as of Date of 
Policy in favor of an insured so lang as such insured retains an c.tate 
or interest in tic land, or hotds an indebtcdacss secured by a purchase 
moncy morteage given dy a purchaser from such insured, or so tong 
as such insured shall have liability by reason of covenants of warranty 
made by such insered in any transfer or conveyance of such estate or 
$ interest; provided, however, this poiicy shall nt continue in force in 
favor of any gucchaser from such insured of either said estate or 
interest or the indebtedness ‘secured by a purchase moncy mortgage 
given to such insured. 


3. Dofense ond Prosecution of Actions—Notice of Claim 
fo be given by on Insured Claimant 


(a) The Cosnpany, at its own cost and without undue delay, shall 
provide for the defense of an insured in all litigation consisting of 
actions or proceedings cas:menced against such insured, or defenses, 
restraining orders or injunctions interposed against a foreclosure of 
she insured mortgage or a defense interposed acainst an insured in an 
action to enforce a contract for a sale of the indebtedness secured by 
the insured mortgage, or a sule of the estate or interest in said land, 
to the evteat that such {tigation is founded upon an alleged defect, 
lien, encumbsance, or other matter insured against by this policy. 


 (b) The insured shall notify the Company prompily in writing (i) in 
ase any action or proceeding i. begun or defense or restraining order 
of injunction is interposed as set forth in (a) above, (ii) in case knowl- 
edge shall come to an insured hereunder of any claim of te or 
interest. which is adverse to the title to the estate or interest of the 
lien of the insured mortrarce, as insured, and which might cause loss or 
damage for which the Company may be liable by virtue of this policy, 
or (iii) if title to the estate or interest or the lien of the insured 
morteare, as insured, is rejected as uninarketable. If such prompt 
notice shall not be given to the Company, then as to such insured all 
liability of the Company shall cease and terminate in regard to the 
matter or matters for which such prompt nolice is required: provided, 
however, that failure to notify shall in no case prejudice the rights of 
any such insured under this policy unless the Company shall be 
prejudiced by such failure and then only to ‘the extent of such 
Prejudice. 


(c) The Company shall have the right at its own cost to institute 
and without undue delay prosccute any action or proceeding or ta do 
any other act which in ils opinion may be necessary or desirable to 
establish the title to the estate of interest or the licn of the insured 


y 
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CONDITIONS AND STIPULATIONS (Continued) 


as insured, and the Company may tike any appropriate 
the terms of this policy, whether on netat shall be este 
ane shall not thereby concede Hatulity of waive any pray 


moripare, 
action undes 
thereunder, 
vision of this policy 

(d) Whenever the Company shall have broupht any achon of inter. 
posed a defense as required of pecoutted by the provisions of this 
poiny, the Company may pursue any to bh Uitieathon to toad determe 
nation by a court of competent jurisdiction and expressly resceves the 


nght, in its sole dinerction, to appeal trom any adverse pudoment of 
onder. 

(c) tn all cases where thie policy permits or requires the Compons 
to prosecute o7 provide for the defense of any action or po ceeding 
the insured herewmder shall sccure to the Company tie rot by se 
prosecute of provide defense in such achea er prace and w'i 
appeals therem. and permit the Company ta use. ata wn, the 


name of such insured for such purpose. Wherever reaquesicd by the 
Company, such snsured shall rive the Co:npany all reasoneote ait a 
any such achon of proceeding, in effecting settlement, cecucmne evi 
dence, oliiaining witnesses, of prosecutins of defend.nr. such achon of 


proceeding, and the Company shall reisnburse such insured for any 
expense so incurred. 


4. Notice of Loss—lUlmitation of Action 

In altioa to the nolices required uader paracraph Mb) af these 
Conditions and Stpulitions, a staterent in writings of chy lets 
damepe for which it is claimed the Company is dinhie under (his pol oy 
shall be furnished to the Company within 96 days after such lens ce 
damaye shall have been determined and ag right of action shall accrue 
to an insured claimant until 30 days after such statement shall Paws 
been furnished. Failure to furnish such statement of loss of damorge 
shail terminate any liability of the Company under this policy as to 
such loss or damage. 


ray 


5. Options to Pay or Oti:erwiso Settle Cicims 


The Company shail have the option to pay or otherwise sett 
or in the name of an insured claimant cay chain insured acaisst oF to 
terminate all liability and obligations of the Company inere 
paying or tendering payaient of the amount of insurance snd: 
policy together with any costs, attorneys’ fees and expenses in 
up to the Ume of such payment or tender of payment by the tics 
claimant and authorized by the Company. [n case loss or da: 
claimed under this policy by an insured, the Coarpiny shall trays 


te fo: 


unites 


are oe 


further option to purchase such indebtedness for the amwual ov op 
thercon together with all costs, attorneys’ fees and expenses Whass 
ts 


the Company is oblicaicd hereunder to pay. If the Corapany ofers 
purchase said indebtedness as herein provided, the owace of 
indebtedaess shall transfer and assign said indebtedness aad 
mortgage and any collateral securing the Same to the Company tyes 
payment therefor as hercin provided. 


thy 


6. Octermination and Peyment of Loss 
(a) The fiability of the Company under this policy shall in no vate 
excced the least of: : 
(i) the actual loss of the insured claimant: or 


(ii) the amount of insurance stated in Scheaute A, ov. if. 
the amount of insurance ay defined in paragraph ad eres, 


salle 


et 


SATE es 


(ii) the amount of the indebtedness secured by the insured morts) 
as determined under parageaph & hescot, at the Grae tire “sts om 
damage insured against hereunder occurs, logethe 
tittrzon. 

‘Vne Company will pay, in addition to anv loss insted 


ss with wate ent 


SC art 


(b) 
by his policy, all costs imposed upon sa insured in Litig tam ee ost 
on by the Company for such insured, aml all costs, attorneys fees 
wrth Aa 


expenses in Ltipation cuiried on by such insured with the 


authorization of the Company. 


(c) Wien Jiability has been detinitely fined in acconfance with Us 
ce wal 


conditions of this policy, the hess of damage shall be pase ” 


30 days thereafter. 


CONDITIONS AND STIPULATIONS (Continued on Reverse Side) 


’ 
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CONDITIONS AND STIPULATIONS (Continved) 


7. Limitotion of Uabliity 
No claim shall arise or be maintainable under this policy (a) if the 


Compiey, atter Saving recensed notice of an ablezed defect, lien on 


choabeanee sesured ainst hercunder, bv fitiestion or otherwise, tes 
nteves stich detect, bert or encumbrance oc establishes the title, or the 
Ken of the insured morterse. as insured, within a reasonable time 
atier recet of such potice: (b) in the event of ltreation until there has 
been a heal determivetion by a court of competent jurisdiction, and 
Craositien of ab appe ls therefrom, adverse to the titie or to the lien 
et the insured morteare, as insured, as provided in parafraph 3 
hesgets or (e) for hability voluntarily assumed by an insured in settling 
any claim or suit without prior written consent of the Company. 


E. Reduction of Liability 

(a) All payments under this policy, except payments made for 
Costs, ailorneys’ fecs and expenses, shall reduce the amount of the 
insurance pra tanto: provided, however, such payments, prior to the 
agecis.ter of ttle ta said estate or interest as provided in paragraph 
ta) of Cress Conditiens and Stpulations, shall not reduce pro tanto 
a yount of the insurance afforded hereunder except to the extent 
at such payments reduce the amount of the indebledness secured by 
¢ insured morteage. : 
Payment in full by any person or voluntary satisfaction or release 
ef the insured mortgage shall terminate all liability of the Company 
except as provided in paragraph 2(2) hercof. 

ib) The Hability of the Company shall not be increased by addi- 
tional principal indebtedness created subsequent to Date of Folicy, 
excemt as to amounts advanced to protect the lien of the insured 
“neateage and secured thereby. 

No payment shall be made without producing this policy for en- 
Uo-sement of such payment unless the poticy be lost or destroved, in 
which core proof of Joss or cesiruction shall be furnished to the satis- 
sion of the Company. 


Lladltity Noncumulative 

Vf the insured acquires title to the estate or interest in satisfaction of 
» indebtedness secured by the insured mortgege, or any part thereof, 
is expressly undersioed that the amount. insurance under this policy 
sha'l de reduced by any amount the Company may pay uncer any 
pclicy insuring 3 morleage hereafter executed by an insured which is 
2 chiree or lien on the estate or interest described or referred to in 
Schedule A, and the amount so paid shall be deemed a payment under 
this policy. . : 


9. 


10. Subrojation Upon Payment or Sottloment 
Whenever the Company shall have settled a claim under this policy, 
all right of subrogation shall vest in the Company unatfected by any 
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we ine ee ee a ee Fe 


git, te oth Te Se 


at the owner of the indebtedness 
lease or substitute the personal 
extend of otherwise modify 

of the estate or interest 


act of the insured claimant, except th 
secured by the insured morteage may re 
linkiity of nav debter or guarantor, oF 
the terms of payment, or release fo 
from the lien ef the insured mortgage, ase any collateral security 
for the indebtedness, provided such acl occurs price to receipt by the 
insured of notice of any claim of ulle oF interest adverse to the tit'e 
to the estite of interest or the prienty of the licn of the insured 
mortrage and does not result in any loss of privrity of the licen of the 
insured morteags. The Company shall be subresated to end be entitled 
to all richts and remedies which such insured claimant would have had 
against any persen of preperty in respect to such claim had this policy 
not been issucd, and if requested by the Company, such insures claim- 
ant shall tronsfer to the Company all tights and remedies against any 
persun of property necessary in order to perfect such right of subroga- 
tion and shall permit the Company to use the name of such insured* 
claimant in any transaction or htigahen involving such rights or 
remedigs. If the payment does not cover the loss of such insured 
claimant, the Company shall be subres ited to such richts and remedies 
in the proportion which said payment bears to the amount of said. 
Joss, but such subrogation shall be in subordination to the insured 
mortgace. If loss of priority should result from: any act of such 
insured claimant, such act shall not void this policy, but the Company, 
in that event, shall be required to pay only that part of any losses 
insured against hereunder which shall exceed the amount, if any, lost 
to the Company by reason of the impairment of the right of subrogation. 


. 


11. Llobitity Limited to this Polley 

This instrument together with all endorsements and other instru- 
ments. if any, attached hereto by the Company is the entire policy and 
contract between tre insured and the Company. 

Any claim of loss or damage, whether or not based on negligence, and 
which arises out of the status of the licn of the insured mortgage of 
of the title to the estate or interest covered hereby or any action 
asserting such claim, shall be restricted to the provisions and condi- 
tions and stipulations of this policy. 

No amendment of or endorsement to this policy can be made except 
by writing endorsed hereon of atlached hereto signed by either the 

_ President, a Vice President, the Secretary, an Assistant Secretary, or 
validating officer or authorized signatory of the Company. 


12. Notices, Whero Sent 

All notices required to be given the Company and any statement in 
writing required to be furnished the Company shall be addressed to its 
principal oflice at 111 West Washington Street, Chicago, HMlinois 60602, 
or at any branch office of the Company. 


™~ 


iy 


dD 


October ti, 1572 


Mr, Francisce Ramana, 
Vico President 

Housing Invectmont Corporation 

Hato Rey, Puerto Rico 


Dear “4r, RomA4n: 


The subsertning prrties, Inmsoh.ticria Bfeiis 62 eI 
Inc., Basic Liwvities Cora., Peers Twtlena wad Perasicsoe *eits 
do hereby aurea to exccute whatewcr ansussGts at e. 
be recommended by the General Counce: of fitu.ind Teveccecn 


Corporation, Jos6 G. Ga waeetaind 9 tho Loan 2. 


mo 7 22, 


Lames mY 


J rvisejs torte@= 


ment, Promissery Neto, forty te and roiated cocur.cnts to tae 
) tgreament, executed on this came cnts hetvoetr Inesiiliaria 
Meli4 de Puerto Rico, Inc. and! Jeeraicele iT Corserce tion. 
in It is understood, however, tat tis »oeenaes and/or dacuments 
that the subscribing parties aave eqined te execute will not 


change the essential of tne transaction o3 is but wil! se limited 
Said dosuracat or ccsuments 


to legal matters within the same. 
providing such changes will be executed as 60cen 4S notified. 


é 


Yours vary bealy, 


came se eetemennrnnnnn nent ae, 
INMOSILIAGa MELA ato PUCRT 
\ 


He a ee PE gs 


BASIC... Oliak & CCAde. 
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7 a a 
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PLEDGE AGREEMENT 


AGREE*AENT made in ity of fan Juan, Puerto Mico, this giae, 


‘2 
7% 


t 
day of VOCOLAT ween, | 


BETY EEN 


LGB Lead Malet TS PURAYE AACS, IR ,meammmene | corooration 
organized under the 'avs of tae Curzxuwealeh of waetts Alcon 
duly authorized te do busines" in the Commonwealth of Puerto Rico, with 
principal offices at sah weMte bNVEEIG aac Py AEP 
(hereinafter referred to as the Borrower’); and HC USING INVESTMENT 
CORPCRATICN, 4 corporation organized and existing under the laws of the 
State of Celaware, culy authorized to do business in the Commonwealth of 
Puerto Rico. with srinsina! otfices at Seta Rvs (fan Juan), Puerto Riso 
(hereinatte; referred to as ‘E.I.C."). 


WITNESSETH: 


WHEREAS, Borrower {s indebted and will hereafter be indebted to 
H.1.C. for certain loans or advances of money heretofore made and to be 
made hereafter by H.I.C. to Borrower, and other obligations, under the 
terms of certain LAS ST eee Gt entree ree serena a 
Agreement, dated the Jitter day of Vetundtemeneme , 19 72- and 


WHEREAS, Borrewer has agreed to deliver toH.I.C., in piedge, a 

mortgage oromissory note in the orincinal sum of TA Mliddudememre 

on Be os" nayable on demand to 
the helder, executed by the Borrower under date of Gctcoar Bg owen 
19 72 , before Notary Public Sed tawash Ciierda GCatetteoe—@ 
as appears from Deed No. s3i--———— , under "ffidavit No. 20, Liam , 
herainafter referred to as ‘the note’, to secure any and all of the sresent 
and future obligations and indebtedness of Borrower to H.1.C., including 
also, but vithout limitation, the loans or advanses sontemplated by the 
Loan Agreement aforementicnec;and 


NOW, THEVEFCRE, in consideratior: of the "remises and of other 
good anc valuable consideratiors, the parties to this Agreement agree as 
fellows: 


A, The said Borrower hereby delivers to H.1.C. the above-described 
mortgage note, in niedge, and to secure and guarantee, absolutely erd 
unconditionally, to H.I.C. the payment of alt! lfabilities of Borrower of 
whatever nature, whether now existing or hereafter incurred, whether 
created directly or indirectly by assianmexrt, encersement or ctherwise, 
and whother matured or unmaturec. Me said ¥.1,.C. is hereby express’. 
authorized to rewledge the note pledged hereunder, but in such case, 
neither Borrewer, nor the nete pleciged hereunder shait answer for any 
amount in exses3 of such amounts as Borrower may be owing (oF .1.C. 


B. Tk ig stipulated and agreed hy tha narties heretq that H.I.C., + 
holder for value in ditc course of the pleaged rete, is hereby vested with 


oe 


BY 345 


suci: to pass a gso0c 
. Itis further 


the legal title theretc, as sledgee, with full power *s 
title thereto te any oersan, by delivery of incors hi 
stipulated and agreed by the parties hereco that 7.1.%., or any other 
voila of the sa:d nots, may atcay times, sstiest the: same in its own 

y judicial ereeondines er otherwise, and fereciose the mortqags lien 
created as seturit, therefor oy desc aboveesncntioncd. 


name 


C. If Borrower shall cofault in the oayment of anv or all cf its 
liabilities to H.I.C., including cherg3s, fess, interest, ond/er semmis- 
sions, K.1.C. may, at its ontinn. =t any time thereafter, alioncte the 
note at such place ag &.1.C. may deom best, hofere 2 Netare Publis, xt 
public auction, uson the givine <{ tha notices requirec by and as nrovised 
under Section 1771 of the Civi! Code (1) LPRA TAIN. SLT. may alge, at w 
its option, bring lezsal astien or sicceccinge for the csliecttion of such Aere- 
ta expressed liahilit,;, and 4t its xecicn, forcsizee this nleege in the s4me 
action and proscedine as well as the mortgage lien created 35 security for 
the note aforementioned. Cut of the nreceeds of the sale and/er of the 
forestnsure, H.2.C. shall analy the net labeiaercsie after deducting all « 
sosts and expenses of the sale and/or of the foraclacure, te the paymest 
of any or al! of tim Miadilities of Borrawer tc H.1.C., in its absciute dis- 
cretion, and pa,’ t6 Borrower any surolus remaining. 

e 


D. This pledge is, and shall be deemed to be a contract cntered 
into under and eursuant to the lav-s of Puerto Rico, and shall be in al! re» 
spects governed, construed, anniied and enforced in accordance with the 
laws of Puerto Rico. Pra Tame 
IN TESTIMCNyY WHERECF, the parties cea these presexts, 
at the place and on the date first tse WISE Nn ee SEF a 

ie@ « had 


WAN adds ae it oe | }. 
ta: Re aR 
oe ( 
Da 


& bard, 


aA 


Affidavit No. 17 UR 


“v'py Pah hses ¢ 
co tae Je det > 
54 Depmadag dtc rir 


Sworn and subscribed to before me > 
sowed, Srsrerry eae ert eats 
ee pan deip AF AAeal aed Vows Ieee Lie 
Pacer Het, 12f.. ENS Prt ce Ford *« Pie Tan! 
of loctd om, omcrist, 


mls 
i ey ¢ Rogaland 
OL Beek Uwe MMR) 


ar) 


2 5 GATES 4 Fakes Leceieeing. victor cs stermeeChas 3 Ftiwee OT OF: 
ant Ssekatan <Cyslosard 3 Sertty Ll Oem S Tere ete 
he ee Sb yt ORS oh ie sehen he SEATS RS TE ee Soe 


Bs hes we 


MISSORY NOTE. 


FOR: *80e660,609.00 : ON DEMAND 


We jointly and severally promise to pay the holder by endersemontot 
i blisation, or to his order, the sum_of 
PASSO Bie value received, on demand, at 


Housing Investment Corporation offices, lecated at No. 470 Ponce de Leén 
Avenue, Hato Rey, Puerto Rico, or at such other place as the holder may 
from time to time designate to do so. This obligationshall bear interest 
from this date until total payment at the rate of per annum. 


. We jointly and severally obligate ourselves to pay *he interest of this 
obligation, as well as the costs, disbursements and attorney's fees which 
may be occasioned by the efforts to collect this obligation judicially or 
extrajudicially and to that effect, in case recourse to the courts by the 
holder of this note becomes necoseary, including, but not limited, to forew 
. elosure and Bankruptcy Act proceedings, in order to collect the whole er 
. gny portion of the principal and interest duc orm thisinste.,the. undersigned 
- agrees.to, pay a diguidated cum eoUd) tome 
‘ to cover expenses of such 
. prodeedings, court costs, disbursements and attorney's fees, which amount 
:, will become immediately due and payable upon the filing of such proceedings 
and we expressly submit to the jurisdiction of the Courts of Justice of the 
" San Juan Section of the Superior Court of Puerto Rico for the collection of 
this ebligation. The submission by the maker of this note to the jurisdice 
, tlon of the Superior Tribunal of Puerto Rico, San Juan Section, will in no way 

preclude the holder of this note from having access to the United States 
’ District Court of Puerto Rico in connection with any action upea this note or 
the mortgage guaranteeing payment of the same. 


We expressly authorize the holder of this obligation to apply to the 

_ payment of this note any sum of money on deposit or otherwise in the hands 

of the said holder belonging to all or any of the makers of this note; provided, 

. however, that neither this authority nor the fact that it may not be exercised, 
shall alter or modify the obligation herein incurred in any manner, 


: We hereby waive presentation, protest or notice of dishonor, and 
likewise waive such statutes of limitations or prescription as might favor us. 


3 This obligation is securéd:by a mortgagewmpdr ceet-property as ladicated 
in Deed No. , ofthe — - day of 19 e 
befere the subscribing Notary. 

‘ ites. Let akefenen 72 

San Juan, Puerto Rico, this + tht aca REIN Ze 3D pogo 2 yess 


ye 


oo 4 vadre Pollars 
I ips ‘ By: 
sbealkd 
Affidavit No.__ 
awdro Palilzre, 
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PLEDGE AGREEMENT. 


: 
ot AGREEMENT made in the City oc San Juan, Puerto Rice, this Ales, 
é day of Sornosted a7 wean ty ery are ; 1s i 


BETV EEN 


THEIL IRS DN Mk Gh OR MUAlkaTD Rt, Le meen oa cornoration 
organized uncer the lavs of thse Urawuiticea hee OF Binet abe ten wene 
duly authorized to do business in the Commoaweeith of Puerto Rico, with 
principal offices at air Roti, PALI O RAT pe semen ewww mwmy new seree we 
(hereinafter referred to as the Borrewer'): and HCUSING INVEST CENT 
CORPCRATICN, a coraoration orgar.ized and existing uncer the lave of the 
State of Delaware, duly authorized to do ahneaanier ta in the Commonvweelth of 
Puerto Rico, with srincinal offices at Hato Ray (fan Juea), Puerte Riso 


(hereinafter referred to as ‘H.1.C."). 


VATNESSETH: 


WHEREAS, Borrower is indebted and will hereafter be indebted to 
» H.I.C, for certain loans or advances of money heretofore made and to be 
; Made hereafter by H.I.C, to Borrower, and cther obligations, uncer the 


F Yew, Eh ve wih ty Ah? WE PREY OPT TRS A ED OME S DBAs Rind POY peomeh A109 26 -w 
“| < ee t ¢ a > Peer) RIK E aid oa a ~ 
i erms of certain 


' Agreement, dated the 3 oe oe rrr 16 Oe ane 


4 rrowcr ha eQreed 6 1 16 1. T Se 
WHEREAS, Borrowe s egreed to deliver toH .c., in pledge, a 
: mt vate Be dy WELEEL SS oceans. : 
; mortgage oromisSory note in the nrincinal sum of = 
: Crear I> BP ANGIE CRO ONE BES CRA Hn ss MEOH RETA! DAE Bho EA Gus 


dayable on qa ta 
the poten, executed hy the Borrow er under d: ate of TON PATS og Mae rere 
19 85, before Notary Public Luis E. Dubén, Jr, ween nn anna nana 


nt 


as appears froia Deed No. #2" Under Affidavit No oF saat 
hereinafter referred to as ‘the note’, to secure eny ard all of the “resen: 
and future obligations and inde Meduase Of | 'Porrov er to FicIG., including 


also, but without tim tation, ths loans or advances sontemelats as Sythe 
Loan Agreement a aforementioned;ana 


i 


pian NOV, THEREFORE, in consideration of the - ‘remises and of other 
a ™\ good and valuable considerations, the parties to this 


\greemert agree as 
follows: 


ye *. The said Borrower hereby delivers to H.1.C. the above -deszribed 
alg mortgage note, in pledge, and to secure Pid guarantee, absolutely end 
it) unconditionally, to H.i.C. the payment of all liahilities of Borrower cf 
/ whatever nature, whether now existing or hereaitcr incurre c, whether 


y , / sreated directly or indirectly by assignment, encorsement or otherwise, 
/ ; ' and whether matured or unmatured. Phe said U1. CG. is hereby exoress! 
ti ~ authorized to res: ledge the note’ pledged hereunder, but in such case, 

Al “ neither Borrower, nor the note pledged hereunder shall answer for ams 
- amount in excess of such amounts as Eaeriet may he aving to l.I.c. 


B, It is stipulated and agreed hy the nartics Nerete that H.E.C 


e@ as 
holder for value in due ccurse of the pledgea nete 


. is heresy vestra eas 


the legal title thereto, as pledq-a, with full power as such to pass a gered 
titie thaseto to any person, by delivery or enrinrsemant. It is further 
sticulaled and agreed hy the varties hereto that I.1.0., or any other 
hsidar of the said note, may at any time, collect the same in its on name 
hy judicial orocesdings cr otherwise, and foreclose the mortgag: lien 
Sreatee as security therefor by dees aboveeronticned. 


C. Tf Borrawer shall default in the payment of anw or all cf its 
{abilities to H.1.0., inciuiing charges, fees, interest, and/or zommis- 
sions, H.I.0. may, at its oction, -t any time thereafter, alienace inh 
note at such placa as 4 1.C. mey deem dest, before a Natary Public 
public auction, unon the givine of the notices required by and cs ie 
under Section 177i of the Civil Coae (21 LFRA 3929). H.I.C. may a'se, at 
{ts option, hring leqal astien or srnceesings for tha collection ef such here- 
to expressed liability, and at its ection, forcclase this nledge ia the same 
action and proceecing as well as the mortgage lien created as security for 
the note aforementioned. Cut of the croceacis of the sale and/or of the 
foreclosure, H.I.C. shall apoly the net Proceeiis, after deauctiag a!) 
sests and expenses of the sale and/or of the forse closure, to the sayment 
of any or all of the liabilities of Borrower to I".I.C. . in its absclute dis- 
cretion, and pay to Borrower any surplus remaining. 


+ en ening geeme eS -n 


D. This pledge is, and shall be deemed to be: a contract entered 
into under and pursuant to the iaws of Puerto Rico, and shal! be in all re- 
spects covered, construed, apniied and enterced in acccrdance with tha 
laws ef Puerto Rico. : 2 

IN TESTIMONY VWHEREOF, the parties have "axecuted these presents, 
at the place and on the date first atove- written. 

ws. oh Le ay Rude aS PRNSS “£02 
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Affidavit No, 67.327 
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TGAGE PROMISSORY NOTE 


FOR: $7,000,000.00. - 


@=-FOR VALUE RECEIVED, the undersigned promise to pay jointly and severally 
on demand--=-------ne nnn nanan nan tO bearerrmna nan nnnnnnnnnnnnnnnnnennn= 
the principal sum of SEVEN MILLION DOLLARS ($7,000,000, 00)--------------= 
in legal currency of the United States of America, ct its domicilow------c"--"" 
necewewenenecenwneenennee----e--, The undersigned furthers promice to 
pay jointly and severally, interest uson the unpaid balar.ce of the orincipal 

of this obligation, at the rate of Eight (3%)------ per cont pes annum (ugen 

the basis of a ycar of 360 days) from the date nereof until the dats at iull <= 
payment of this obligation. Interest hercon shall te payable on the same date 
and in the same place as is hereinasove provided for payment of the principal 


hereof. ee ee nnn nner mam me manawa an eee aan aoa wo aan eo a een 


-—-This note is secured by a mortgage created and constituted by decd number 
-72- executed on December 23, 1966-----, before Notary Puolic Luis E. --- 
- Dubén, Jr.e encumbering the properties described therein and subject to the -- 
- terms and conditions contained in the said deed. --- faa 22 aon ane aoe 


---The undersigned hereby waive presentment, protest, demand, and notice 
of non~payment. aco ER ROO APE ce bea G0 OS INE Ge A ED OY 


_ seein case recourse to the courts, including any proceedings under the Bank- 
ruptey Act by the holder of this rote Docomes necessary in ordez to collest - 
the whole or a portion of the amount of tits note, or in case of foreciosuze of . 
the mortgage securing this obligaticn, the uncersigned agree jointly and sever- 
_”: ally,c-- = to pay the court's expenses, costs, disbursemsnts and exorusy’s 

* fees which maz be incurred in a licwicated sum equal to ten per cent (10%)----- 
|) mmwcneneneceo-of the claim sued, but not to excecd the total sum of SEVEN--- 

: HUNDRED THOUSAND DOLLARS ($700,000. 00) ---- eee n nnn n= woes erere== 

‘ which emount will kecome immedietely due and payable upon the filing of such 


+ proceedings. on Sosem, fm tae 5 wap cam aera an a 80 ee ‘ 


 memeNo reference herein to the deed and no provision of this nots or of the said 
deed shall alter or impair the oblication of the undersigned, which is absoiute 
and unconditional, to pay the princ!pal of and interest on this note anc the <= 
Mquidated amount stipulated for costs, disbursements and attornsy’s fces in = 
case of judicial proceedings. sorno wo ona comet aren a eae cane ee Pere 


---The undersigned hereby submit itself------= to the venus of any court -- 
. elected by the holder of this note in case of Legal action for its collection. = 


-—-This note is a negotiable instrument under the Negotiable Instrumcars Law of 
Puerto Rico and its negotiabllity is not affected or linpaired by reference to the 
mortgage deed. The undersigned herby irsevecably waive sony right er defense 
against any holder of this note for reason of non=rcegatiability .\ ee ee em 


, San Juan, Puerto Rico, this 23rd. day of December, 1966. 
rad t / 


CELIMAR DEVELOPMENT CORPORATION 
mA gb 
Semmens ALEC 


By: bn! Ales 
: Dr. Ratd Pujol Isnjuier: s 
Affidavit No. 1936- Ms 


SUBSCRIRED to before me by Mr, Ravil Pujol Izquierdo, az csite tof 
Celimar Development Corporition, wiio ts-af logal age, marricsh, tee eave” 
and resident of San Juan, Puerto Rico, to me personally knows ot seek jtitees 
Puerto Rico, this 23rd. day of December, 1966, 
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FEBRUARY 28, 1969. ae 
Ul 
“1 "" “CELIMAR ne CORPORATION * * 
| ie ak Ps ed 
a iat 
Dr. Raul Payor Tents 


34.7 f. icc wager A STEIGE | 4) eae 


ee aie of seene So Coan 
Mipays RECOURSE, PAY TO THE ORDER or: scauiciaec 
\, FMORTGAGE:.INVESTORS s+ =F fo fe ; 
seunsil Ahn LE: if igaalde aa tee 


NT. CORPORATION, 
972. 


2 
2 


? 


yo this | 
DE | PONCE 
_} 


: TRUST MORTGAGE CORPORATION ~ 


e 


octobes 31} 


tang Ane AtReT. Ctans} 
‘ ihe bali : see 
» ge 1 OSE Ate Taperatort 
ees om ep Nicer Peesident...-:. 
* \ 


aw 


:; Recourse. 
nco 


HOUSING INVESTM 


2 


Pay to the order of 


?Witholt 


f, PLA gESiM 9Ro 8 NT TteRaIG, ortln: 


Fo tee emmemenmmme sete seme meres gece 


8 
t 
. 
1 


; sonso Rossell 
arin aff wag unctaaaestg yr miler oni (a7 Viee- Presidant:e2-1 sere gt. 
oe Seep RA OT Wares °°) Manama chee: oa Piglets Gla 
ts oqpe tasers o, we te 
f TRE ORDER OF, WITEDUT UT. RECCURSE, 
ie DE ECONOMIAS Y PRESTANOS * and 
2 aft tS S PALCOTT INTER- AHERICAN COSA SATIOR ee 
en ae Live He a0 wo bake a tdv esse 
Yee tae “6. 1+ ° A8°" ASSOCIATED NORTGAGE INVESTORS’ : 
doles) esera welts a conmuumumeiias sansieniatie trust 
'ae7 Ia aati? wer ipa Gis ¢ 


we ee oe antevdet? ss Peecutive Coe fear oo ae 


mgulene. odie. + Setaban: eas . AESOCIATED SrOTTGASE INVESTORS + the dean 
me ee ho ered fr the re Nase se & 


“ates tune 1,°5 S87, 83 amend 
WE railed wh ts esl 
ABT “ot Vit chipmnctas tem of 125, 84 Ba Scr at ste oa 


tite som mmenewntt AIHERUE Lone free fie 
broperty tae the ealeresza-nt ot on « 
me Mee yaa te ve anit e Meroe itasien eaan se MY ives he? ome 
oe gerteltigh! oo coro in MOSS tents som eaten tn: 
Weng eatery ity ie 
aa Bata ot Fareed ds 
aa 247 + sppee oe ie Thales ea M wheres * ih eth sedyt ete PY “i 
“PAID TO THE ORDFR: OF BANCO NE: sed WITHOUT RECOURSE! 


oe eS eR OER! ghee Aphed? pes Ea ad as 


Pater | 
20H Ae ofe38t Cl Tdengs” 
un att ae * 
wen wesc cme 


ne ia 
ews wmmmancwe /f 4 fhe: e Bi Sa ra. 
be 


BANCO pg Bone y reais okies besa ee oR 8 con. 
i! eae 


Byt:: er ees cE Due 
Teun ies oa : Tarsel ivero 
Ps Vien-Presidenta Ejacative : Presidente 
// 
. Saorn and subscribed before me oi Juan Martines Teh ie and Tafiol Tivesoe, 
tia: 4 of Lepal are, married and residents of San Junn, Pe Re, Vis ee eT ns 


“and Peesident of Banco de Feonomsa 3 y Prestaren/ and Talectt Intemens roe 
o@ aii Corp.; respectively, personally knew to nn SA/ Sane, JUAN, Pe: Sothys Vent) ane 
565 June, * it i - . a 7, 


20 oo et + meege , be if oad 


\ VEPT INIT’ HO} SAS * Koi ary Tube” at 


- 
1 Sage eeep mae a cme ag, one SR ae 


PLEDGE AGREEMENT 


AGREE’AENT made in the City of fan Juan, Puerto Rico, this 243*- 
day of temAeramwem 1372, 
Like NG DRL to ek DTT tte 08. pees 


’ * « 
E NPN fe® aare POP These wocee 


wees D2, RTL) Obee pemeeenm arn COMET OR 

organized under the lav's ef 

duly autnerized to de business in the Commonwealth of Puerto Rico, with 

principa! offices at 

(hereinafter referred to 2s the Borrower’); and HCUSING INVESTMENT 

CGORPCRATICN, 1 serocration organized and existing under the laws of the 

State cf Celav-are, duly authorized to do business in the Commonwealth of 
’ Puerto Rico, with orinsinal offices at Hato May (San Juan), Puerto Riso 

(hereinafter referred to as ‘H.1.C."). 


WIINESSETH- 


* WHEREAS, Borrowersig¢ indebred.and.will-boreaties-be-indebted 4o-= 
‘ HI c. for certain loans or advances of money heretofore made and to be 
made hereafter by H.I.C. to Berrower, and other obligations, under the 
terms of certain 
Agreement, “ the 3isSe— gay of Ct aad TTT arias 3 wand 
SQesriis. PLIVTY wines Eke e 
HERES, Seminar has agreed to deliver to H.I.C., in pledge, a 
mortgage oromissory note in the principal sum of 
‘t raynble,ancAmgn 32, 
. the holder, exasuted by the Borrower under date of 
ain) 9 75, before Notary Publis. -,buis_E. Dubén, Jr.--- a arataanetrcoa 
7) as appears from Deed No. ‘* . under “ffidavit No. ° 
Pe ' hersinafter referred io as “the note", to secure any anc ali of the “resent 
: » and future cbligations and indebtedness of Borrower to H.1.C., insluding 
| * . also, but without limitation, the loans or advances contemplated by the 
WY , Loan Agreement aforemantionec:and 


| NOV’, THEREPCE, in consideration of the remises and of other 
geod and valuable considerations, the porties to this 4greement agree as 
follows: ° 


&. The said Borrnwer hereby delivers to H.I.C. the above-described 
mertgage note, in pledge, and to secure and guarantee, rbsolute'y and 
unconditionally, to H.I.C. the sayment of ail liabilities of Borrower of 
whatever nature, whether now existing or hereafter insurred, whetncr 
sreated directty or indirastl, by assianmenct, endorsement or otherwise, 
and whether matured or unmatured. The said M.1.C. te hereby exnres¢’ 
authorized to resledgze the note oladged hereunder, ut in such case, 
neithe: Borre ver, nor the note pledged hereuncer sisall answer for any 
amount in excess of such amounts as Sorreser mat he owing to H.1.C. 


B. It is stipulated and agreed ny the vartics hereta that H.1.C., as 
holder for value in uc ceurse ef the pledend nete, is hurehy vested with 


@ 


the legal title thorett, *s pledgqee, vith wull pewer as such to pass a joad 
title therete to any oerson, bv delivers or endorsement, It is further 
stipulated and aqraed oy the narties nereto that H.I.C., or any ather 
nolder of the saici note, may at anv time, sollcct tho come in ite own name 
by jucicial nrocesdints or otherwise, and (areclose: the mortqags lica 
sreated as security therefer hy deed aboveenentione:. 


C. Uf Borrswer shali cofault in the payment of any or ali ag its 
Niahilities to H.1.C., including crerg23s, focs, Asana. anifoe commis- 
sions, H.I.S. may, atite ontion, et any time theres: ter, aliesate wae 
note at such place as F.1.C. may canmm best, Lerore 2 Novrary Ou! 
ouolic auctien, unon the giving of cha ronens icauired 5. and a3 nrovided 
under Esction 177! =f the Civil Corie (31 LPM 5930). F.5D. me, 
its option, bring leeal action or sroceediacs for the otlinstion cf such * 
te expressed liabii.t,, and at its onticn, foretiese this nicdge ia ths rene 
acticn and nrocceding as atl ac the mortgoce tiCa createe As setumt, f 
the note aforementioned. ‘Dut of the nracesds af the scale and/sr 7f the 
forectosure, H.I.C. shali ana!y tne net nruceecs, after decuct..:g ai! 
costs and expenses of the saie and,‘cr of the foreciosura, tr tha nayment 
of any or ai} of the liabilities of Borrower to 3.i.0., in ite adeoiute dis- 
cretion, and pay tc Borrower any surp!us remaining. 


hits, +t 


D. This pledge is, ind shall be deemed to be a contrace wntereac 
inte under and pursuent to the laws of Puerto Rico, pe shall he in ali re- 
Sspects governed, construed, asrlrec and enforced in acnerdance with the 
laws of Puerto Riso. 

IN TESTIMCNy ‘A HERECF, tite parties have executed thes: presests, 
at the place and on the date first asove writer 


ial oo SEINE NUT, 


if 
HOUSING, YD (ra piece co7rceanes: 
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“wem and cuhsccibed ro ketore ine Sy * oe ee 
eA few, Fae et ekg Be Pattee ee AY TG wig 8a, 
"eke kee Sac Bit ae Une ie bd v tecswatyee . Jame al amb ates ea 
saIgsta Blee, Iur., See" OTANI Fool aii eeEtIK) Sues cor, 
iad Leos} sar, eg F CS Pe PIAS CHNA LE MGS Soret ene TONS 
theres, Pats cae Sez. Sates Som tate Ente a Rh Se oe. ~ 
avid Mec deed tet ite pS dor ts ee! grt Ceepeas tees 
. meres iy “te a ny “wed Mote “hs Shame CBO ict 


tt Se 


we 
7 
MORTGAGE PROMISSORY NOTE 


FOR: $1,250,000.00 


m--FOR VALUE RECEIVED, the undersigned promise to pay jointly and severally 
ON demand cme sew mm wenn ewnmewewntQ DCATES oo eww women wenn een weene cone 
the principal sum of ONE MILLON 7./O HUNDRED FirTY THOUSAND DOLLARS --- 
($1,250,000.00) ----qneen ne en nn nnn nnn enn nnn ene mene ne mene mene cme cmmne 
in legal currency of the United Siatss of America, at its domicile -------~--««0= 
eve aoe ah ena ain en saan nce ci wnemnwenwee, TiC undersicnad further promise to 

pay jointly and severally, = interest upon the unpaid balance of the ovincipsl 

of this obiigetion, at the rate of Eight (8%)----—---per cent per annum (upoa 

the basis of a year of 360 days) from the date hereof until the date of full << 
payment of this obligation. Interest hereon shall be payabla on the seme date 
and in the same place as is hereinabove provided for payment of tha principal 


hereof, ed LE OD SD OS EON ED END OT Oa AONSD a OD Ae ae Ge. <a. aoen 


---This note is secured by a mortgage created and constituted by deed number 
-72- executed on December 23, ---1966-= beford Notary Public Luis E. <--- 
Dubén, Jr., encumbering the properties described therein and subject to the <= 
terms and conditions contained in the said deed. --- aes an a — 


---The undersigned hereby waive presentment, protest, demand, and notice 
of non-payment, seme co: eam come ae - - 
o--In case recourse to the courts, including any proceedings under the Bank- 
tuptcy Act by the holder of this note becomes necessary in crder to collect - 
the whole or a portion of the amount of this note, or in case of foreclosure of if 
the mortgage securing this obligation, the uncarsigned acres jointly and ---- 
severally ~ to pay the court's expenses, costs, disbursements and attorney's 
fees which ma; be incurred in a liquidated sum equal to ten per cent (10%)—=- 
wre enwoennene~ Of the claim sued, but not to exceed the total sum of ONE HUN- 
. DRED TWENTY FIVE THOUSAND DOLLARS ($125,000.00) -----—--2- 22-22 en 
which amount will become immediately due and payable upon the.filing of such 
proceedings, «<«—= ce a nc ae o- 


-~-No reference herein to the deed and no provision of this note or of the sald 
deed shall alter or impair the oblication of the undersigned, which ts absoluta 
and unconditional, to pay the principal of and interest on this note and the -- 
iquidated amount stipulated for costs, disbursements and attorney's fees in - 
case of judicial proceedings. oe arco om om eo at enn ene tes 


---The undersigned hereby submits itself ----=-to che venue of any court -- 
selected by the holder of this note in case of legal action for its collection. - 


o--This note is a negotiable instrument under the Negotiable Inssru:asnts Law of 
Puerto Rico and its negotiability is not affected or impaired sy reference to the 
mortgage deed. The undersigned hereby irrevocably watve any right or defense 
against any holder of this note for reason of non=nagotiability. am anew none 


yy 
San Juan, Puerto Rico, this 23rd - day of ee ee 


CELIMAR sia naar CORPORATION 


By? At: 
i Ni \: | | \. ‘ 
Dr. Raul Pujol Tequierdo 
Affidavit No, 1937- 
SUBSCRIBED to before me by Ne.Radl Pujol lequierdoe,as President cL 
Celimar Development Corporation, who is of legal uae, married, roperey owner 


and residung of San Juan, Puerto Rico,to me jevsunally hawwna san Juan, 
Puerto Rico, this 23rd. day of December, 1966. oy wie 
\ ‘ 
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UNITED STATES DISTRICT COURT 


SOUTHERN DISTRICT COURT OF NEW YORK 


Be te A i AI ss ep a a eg x 
PAINE, WEBBER, JACKSON § CURTIS, $ 
Incorporated, 
Plaintiff, 
-against- 


INMOBILIARIA MELIA DE PUERTO RICO, INC., 


Defendant. 


Deposition of the Plaintiff PAINE, WEBBER, 
JACKSON @ CURTIS, INCORPORATED, by LEONARD 
WILKES, taken by the Defendant pursuant to 
Notice dated July 39, 1973, and agrecnent of 


counsel, at the offices of Messrs. Weiss, 


Rosenthal, Heller §& Schwartzman, 295 Madison 


Avenue, New York, New York, on November 21, 
1973 at 10:35 a.m., before a Notary Publi- 


of the State of New York. 


: van 
MANHATTAN 


Certified Shorthand Reporters REP a AT | NG c¢ a] AP 


(212) 267-2228 132 NASSAU STREET 
NEW YORK, N. Y. 10038 
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. APPEARANCES: 


3 Messrs. DEWEY, BALLANTINE, BUSHBY, PALMER §& WOOD 
Attorneys for Plaintiff 


4 150 Broadway 
New York, New York 10005 
5 
JUDSON A. PARSONS, JR., ESQ., 
6 of Counsel 
7 
Messrs. WEISS, ROSENTHAL, HELLER § SCHiWARTZMAN 
8 Attorneys for Defendant 
295 Madison Avenue 
9 New York, New York 
10 RICHARD F. HOROWITZ, ESQ., 
of Counsel 
11 
12 
00a 
13 
MR. HOROWITZ: Before I proceed 
with my questions, counsel for the plaintiff 
and I have discussed the stipulations that 
we'd like to. apply to this deposition, and 
my understanding is that they are as follows: 
The witness may sign the original 
.of the transcript of the deposition before 
any Notary Public of any jurisdiction, and 
if the transcript is signed outside of the 
State of New York, it may be used with the 
same force and effect as if it were signed 
MANHATTAN REPORTING CORP. 
132 NASSAU STREET, NEW YORK 10038 ~ 267-2228 
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EV 356 
in the State of New York before a New 


York Notary Public, notwithstanding the 
absence of a notarial flag or a certifi- 
cate, 

We are waiving the filing of 
the transcript of the deposition, and we 
are stipulating that photocopies of any 
documents marked for identification at 
this deposition may be used with the same 
force and effect of the original documents 
actually marked; is that correct? 

MR. PARSONS: Yes. I think 
we ought to require -- we have asked for 
certain documents from the defendants and 
pursuant to stipulation of the parties, the 
defendant was going to attempt to produce 
those documents last Friday. 

All that has been produced 
thus far by the defendant were some docu- 
ments which were produced today, which do 
not include a number of the documents 

ested, such as the document relating 
to the transaction with HIC, and iideed, 
what has been produced are basically the 


MANHATTAN REPORTING CORP. 
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attorney's files here and do not purport 


: to be anything like the full compliance 
with the request. 
We note that, and we are 
6 willing to continue the deposition now 
7 even so, and I don't think we have to make 
8 a long list of what you did produce. 
9 MR. HOROWITZ: I'11 concede 
10 for the record, although I have produced 
11 some documents today, there is no question 
12 that I have not produced all documents 
13 that you have requested. However, I have 
14 produced all of them that I do have. I 
15 don't have the remainder of then, 
16 MR. PARSONS: You are making 
17 efforts, and as far as you know, your 
18 clients have a good many .iore that are 
19 called for? 
20 MR. HOROWITZ: As far as I know, 
21 yes. 
2: LEONARD ee tae Se ae after having 
23 been duly sworn by the Notary Public, was 

Ayo 24 examined and testified as follows: 

25 


ge MANHATTAN REPORTING CORP. 
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Wilkes EV 358 S 
2 EXAMINATION BY MR, HOROWITZ: 
3 Q What is your name? 
4 A Leonard Wilkes. 
5 Q Where do you live? 
6 A 325 Edward Avenue, Woodmere, Long Island, 
7 | New York. 
8 Q Mr, Wilkes, are you associated in any way 
9 | with the plaintiff in this matter, Paine, Webber, 
| 


10 Jackson §& Curtis, Incorpora:ed? 
11 A Yes, I am. 
12 Q in what capacity, sir? 
13 A I'm vice-president of Paine, Webber and 
14 director of the National Mortgage Department. 
1S Q How long have you been with Paine, Webber? 
16 A It's been two years --* March 1st of '74 will 
17 be two years. 
18 Q When did you become vice-president, sir? 
19 | A March 1, 1972. 
20 | Q bid you become head of the mortgage depart- 
91 ment at the same time? 
" 99 A Same time. 
a 
93 Q Are you familiar with all of the dealings 


4 and transactions between Paine, Webber and the defendant 


os in this matter relating to the contract on the basis of 


MANHATTAN REPORTING CORP. 
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be 


A I an. 

Q When, for the first time, sir, did you hear 
of the defendant Inmobiliaria Melia De Puerto Rico, Inc.? 

A At the time that I joined the company. 


Q From whom did you hear of Inmobiliaria 


8 Melia De Puerto Rico, Inc.? 
9 A From Mr. John de Saint Phalle. 
10 Q Who is Mr. de Saint Phalle? 


l 5 
Wilkes EV 359 
2 
which suit has been brought? 
| 


de Saint Phalle is the vice-president 
of Paine, Webber, Jackson & Curtis, and director of 
the Real Estate Finance Department. He is my Superior. 
Q Ife still is, sir? 
A Bt3.44 <aS5 


Q Just to clarify any possible confusion in 


_ —d _ — —_ — 
loa on = w i) Lad 
a a de Se 
> 
—~ 
4 
. 


17 answering my questions, yeu first heard about it from 

18 Mr. de Saint Phalle; is that correct? 

19 A Yes. 

20 Q Do you mean that you heard about it as 

21 Inmobiliaria Melia De Puerto Rico, Inc., or was it as 
22 something else? 

23 A I heard about it as Melia Hotel to be built 


in Puerto Rico. 


You are not sure at this point whether the 


Q 


MANHA1 SAN REPORTING CORP. 
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specific corporate name referred -- 

A The name probably appeared in some of the 
papers given to me, but I don't recall that name being 
mentioned, 

Q I believe you testified that you heard about 
the hotel to be built some time Shortly after you joined 
Paine, Webber; is that correct? 

A Yes, 

Q What did Mr. de Saint Phalle tell you about 
the situation, about Melia and the hotel in Puerto Rico? 

A Basically that Paine, Webber had been put in 
touch with Mr. Berger who represented the Melia interest 


in North America, and Paine, Webber had a package from 


Mr. Berger, and was asking whether Paine, Webber could 


assist in the financing of this proposed development, 

Q Did he tell you who put Mr. Berger in touch 
with Paine, debber? 

A Yes. 

Q Who was that? 

A Mr. Berger said that it was through one of 
Our local brokerage offices here, midtown, New York. 

Q Do you remember which office it was? 

A I believe Paine, Webber had one office in 


New York in the forties or fifties -- that would be the 
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: office, 

a Q Hssentially, did Mr. de Saint Phalle tell 

; you to follow up on this relationship and the possibility 
4 of making a deal with the Melia people? 

; A He did. 

af Q When, for the first time, did you have any 

: contact, whether it be in writing or orally, with any- 

? bedy that you understood was connected with Melia? 

‘ A At about that time that I joined the company, 
ll I contacted Mr. Pedro Fullana. 

12 Q What was the nature of the communication 

13 with Mr. Fullana? Was it over the phone, or face-to- 

14 face, or how did it happen? 

- A It was over the phone. 

16 Mr. Fullana was in Puerto Rico and I con- 

17 tacted him there. 

18 Q Would you say that this was within a month 

19 after you joined Paine, Webber? 

20 A It was certainly during that first month, 

2] yes. 

22 Q What did you and Mr. Fullana say over the 

23 phone during the conversation? 

24 A I simply introduced myself, told him that I : 


25 had the package, and asked him if I could get together 
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with him to discuss the matter. 


Q What did he say? 

A He said that I could. 

Q Did you arrange to get together with him? 
A I did. 

Q Did you get together with him? 

a il did, 

Q Where, sir? 

A In Puerto Rico. 

Q Where in Puerto Rico? 

A In San Juan. 

Q How soon after the telephone conversation 


about which you have testified, did you get together 
with Mr. Fullana in San Juan, Puerto Rico? 

A It was shortly thereafter, I have no actual 
recollection of the actual date. 

Q How long a period of time did you spend with 
Mr. Fullana when you got together with him in San Juan? 

A I spent a morning with him. He drove me to 
the site of the proposed development, then he drove me 
to the airport. I left the same day. 

Q Did you have any discussions with him about 
business while you were with him? 

A Yes, I did, 
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Q Please tell us what you recall what you said 
and what he said? 

A I simply reviewed the material that I had, 
discussed the financing potential with him, had him fill 
me in on many questions that I had at the time the 
material was. not complete, advised him of my optimism 
over our ability to provide the financing that was neces- 
Sary, and went over the procedures that would be required 
to go further with the case, 

Q You say that you had a package. This package, 
could you be more specific in identifying it, or de- 
scribing it for us? 

A I don't know who it came from, whether it 
was from Mr. de Saint Phalle or not, but it consisted 
of Marles -- if I could see that letter first, it wight 
refresh my recollection. That's it over there. 

The package consisted of Basic Equities or 
Marles, Inc, some descriptive literature regarding the 
Inmobiliaria organization in Spain, and it might a.sc 
have included a real estate appraisal and a hotel 


feasibility study. Also, descriptive literature of many 


of the Melia hotels in Europe, and a brochure of the 


proposed Melia hotel in Puerto Rico. 


Now, sir, in connection with answering this 


MANHATTAN REPORTING CORP. 
132 NASSAU STREET, NEW YORK 10038 — 267-2228 


Wilkes EV 304 11 
last question, am I correct that you referred to a 
letter from Mr. Fullana to Mr. de Saint Phalle, dated 
January 28, 1972? 
A I’m not sure if I referred to that letter 


or not -«- 


Q The letter that you just referred to -- 


A Oh, just now, yes, I thought you meant in 
: our conversations. 
" Q Do you know whose handwriting appears in 
the right-hand side toward the top of the letter? | 
A ¥es,.1. do, 
Q Whese 1s-it, sir? 
A William Smith. 
Q Who is William Smith? 
A Bill Smith is a vice-president in our real 
estate financial department at Paine, Webber. 
Q Do you know who did the underlining that 


appears on the letter? 


A It could have been me. I really don't recall. 


Q - :- Was the underlining there when the letter 
was received? 
A I don't recall. 
MR. HOROWITZ: I'11 ask that 


this letter of January 20, 1972 from Mr. 
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Fullana to Mr. de Saint Phalie be marked as 
Defendant's Exhibit A for identification, 
please, 
(Decument referred to above 
as a letter dated January 
28;,-1972. from Mr. Fullana to 
Mr. de Saint Phalle was 
received and marked as Defend- 
ant's Exhibit A for identifi- 
cation, as of this date.) 
Q You have described for us the package about 
which you have testified, and you have explained that 
it consisted of several items. 

Were those several items bound together under 
one binder, or folder, or something of the sort, or were 
they physically separate? 

A They were physically separate. 


Q I take it that you have those items somewhere 


in your files at Paine, Webber? 


A I do not have the items. 

Q What became of them? 

A They were used in our submissions to the 
lender. 


Which lender? 


Q 

A First Mortgage Investors. 

Q And you did not retain copies? 

A I did, but one copy was lost by Pan America 
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Clipper Service. 


* Q Am I correct that at the conclusion of this 
. meeting with Mr. Fullana in San Juan about which you 
have testified, nothing conclusive was arranged, no 

: commitment on either side had been made at that meeting; 
. is that correct? 

$ A Nothing had been concluded finally, that's 

9 correct, 

tO Q Am I also correct that you told Mr. Fullana 
11 in words or substance, that you would check further to 


See whether you could provide the financing or arrange 


for the financing that Melia wanted? 


MR. PARSONS: 


I object to the 


question. 


MI 


HOROWITZ: “™o the form of 


the question? 


MR. PARSONS: Yes, 


MR. HOROWITZ: What's wrong with 
the form? 
MR. 


PARSONS: I think it's more 


leading than need to be. 


MR. HOROWITZ: I'm just trying 


to Save time. 


Q What did you say -- 
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MR. PARSONS: | You can ask him -- 
MR. HOROWITZ: Let me do it 

another way. 

Q what, if anything, did you say to Nr. 
Fullana you would do after that meeting with him in 
Puerto Rico? 

I said that I weuld be happy to undertake 
the case and prepare an authorization for him and his 
partners. 

Q Did you prepare an authorization for hin 
and his partners? 

I did. 

i take it the authorization was in writing? 

It was. 

Can you identify a copy of it for me? 

There is 1 Sopy of that first authorization 
there, because it was never accepted. 

Well, did you transmit to Mr. Fullana the 
proposed authorization? 

A I did transmit a purported authorization. 

I don’t recall whether it went to HMr. Fullana, Hr. Berger 
or Mr. Cohen, 

Q Do you have a copy of the proposed, the first 
proposed authorization? 
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. A I do not. 

3 Q Where might we find that, sir? 

4 A I doubt if there is one in existence. It 
° wasn't accepted, but it was subsequently replaced with 
’ one that was signed, -and I have no reason to keep one 
7 that wasn't signed, and it is very possible that your 
8 client might have one. 

9 Q I'm asking in your control. 

10 A In my control I don't keep the extraneous 
11 documents. 

12 Q Do you recall approximately how long after 
13 the meeting with Fullana in Puerto Rico you sent whoever 
14 you sent it to, the proposed authorization? 

15 A I don't recall. 

16 Q Presumably, sir, it was prior to March 24, 
17 1972; is that correct? 

18 A Right. I'm sorry, here is the letter. It 


19 Was actually prepared and sent on March 13th. 


20 Q Is this letter of March 13, 1972 from you 


21 to Mr. Berger the transmittal letter with which you sent 


22 the authorization? 


23 A rt. 283 
24 MR. HOROWITZ: I'11 ask that 
25 that document be marked as Defendant's B 
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for identification. 


(Document referred to above 

as a letter dated March 13, 
1972 from Mr. Wilkes to Mr. 
Berger was received and marked 
Defendant's Exhibit B for 
identification, as of this 
date.) 


Q Did Mr. Berger or somebody else contact you, 
Sir, after you had sent out Defendant's Exhibit B and 


the enclosure that went with it? 


A Yes. I was contacted. 

a By whom, sir? 

A I really don't know, but presumably by Mr. 
Berger. 

Q Was it Mr. Fullana? 

A I don't recall, I really don't know. 

Q So,it could have been either Mr. Berger, or 


Mr. Cohen, or Mr. Fullana? 


A It wasn't Cohen. I hadn't made contact with 


him until after this. 


Q So, it was either Berger or Fullana, but you 


believe it was Berger, but you are not sure; is that 


correct? 
A Only because I sent it to him. 
Q What form did this contact or communication 


take, sir? 
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A To the best of my knowledge, it was a tele- 
phone call. 
Q Do you recall whether it was a long-distance 
call? 
A 1. don't. 
Q But whoever it was that you spoke to, they 


called you rather than the other way around, or I should 
Say, he called you rather than the other way around? 

A It could have been that I followed up on 
that. I really don't recall on that. 

Q Tell us in words or substance what trans- 
pired in this telephone conversation. 

A I was advised by whomever I was speaking to 
that certain of the terms of that original authorization 
would have to be revised before they would sign it. 

Q Did whoever you were speaking with tell you 
specifically which terms they required to have revised? 
A - I'm certain they did at the time, yes. 

Q Do you have any recollection of which terms 
they alluded to? 

A I have no recollection, but I can almost 
reconstruct it from what I did subsequently. 

Q Let's just stick with your recollection. 


A I do not recall. 
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Q We can always reconstruct and ask you about 


3 

subsequent developments. 

q Pp 
4 
Did you make any memoranda or notes for 

5 ‘ i ‘ ‘ 

yourself, about this conversation with either Mr. Berger 
6 : ‘ pag ‘ ‘ 

or Fullana regarding the initial proposed authorization? 

prop 
fi! ‘ 
A I'm sure that I did. 
: Q Do you have them, sir? 
9 : A lL don't. 
i" Q Would they have been destroyed? 
11 A They would just not have been kept. 
? Q All right. 
13 MR, HOROWITZ: Mr. Parsons, can : 
4 you show him a copy of the complaint and 
py I 

" the exhibits thereto? 
16 Q I direct your ittention, sir, to Exhibit A 
17 to Paine, Webber's complaint in this matter which is 


18 a letter dated March 24, 1972. 
Other than the telephone conversation that 


21 Mr. Fullana after you sent out Defendant's Exhibit B 
22 and the material enclosed therewith, did you have any 
23 other communications with anybody at Melia, prior to 


March 24, 19727 


A I can't recall for sure. 
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’ Q By communications I include oral or in 
3 writing. 
' A I can't recall. 
Q Who prepared Exhibit A to the complaint, 
: sir? 
, A It was prepared by my office. 
8 Q Was it transmitted ° omeone at Melia for 
? their review? 
i A It was. 
‘ 11 Q To whom was it transmitted? 
12 A It was transmitted to the party who I was 
13 talking to. 
' 14 Q But you don't recall who it was? 
15 A Either Berger or Fullana. 
16 Q Do you reucmber if you transmitted it to 
17 


Someone in New York City, as opposed to someone in 


18 Puerte Rico? 


19 A I don't recall. 

20 MR. PARSONS: I think the 

21 record may suggest that it -- maybe if 

22 you ask more specific questions about 

23 specific items of discussion with people 
24 of the defendant prior to this time, there 
pa. may be some recollections, 
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You asked a question whether 
’ 
‘ 
he remembers his conversation with either 
4 
; | Berger or Fullana, and a second conver- 
5 e . + > 
sation which may have becn Berger or 
6 
Fullana -- 
a ad TAD ATIT Me r 
p HR, HOROWITZ: Yes. 
yi 
be 8 a ‘ 
7 mk. PARSONS: His general 
; ' answer was that he didn't have much 
1 ae ie a aa ala? 1ave Muci 
10 : PS 
Fecoliection of that, as §- recall; it 
ll rae : ‘ Pap 
‘ may be if you ask him about specific 
12 ‘ 4 See 
points, that he may have seme specific 
13 “ ; 
&. | recollcction. 
14 eee ate ak 
i don't want to have him pre- 
ae 15 , : 
cludéc ol answering those because of 
ie his original answer. 
17 a PEGA Ea = 4 : 
mR. HOROWITZ: I hope to exhaust 
ae his recollection, and I hope J won't 
ad exhaust all of us while I do it. 
20 Hee 
BY MR. HOROWITZ: 
_ Q When you spoke with Mr. Berger or Mr. Fullana 
22 after transmitting to them Exhibit A to the complaint, 
2 ' : 
aS do you recall the words or substance of the conversation? 
9: 
2 A I don't recall, 
25 Q Well, did they say to you that in any respect 
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they did not like any of the provisions of Exhibit A 


to the complaint? 


A Exhibit A, being which? 

Q That you have in front of you, sir. 

A Oh, this one. I don't recall what they said. 
Q Do you recall their discussing anything with 


you at the commencement of construction of the hotel in 


Puerto Rico? 


A When? 

Q At that conversation, or any other conversa- 
tion. 

A Yes. In other conversations the subject had 


come up that they had been sitting with this land for 
some time, and they were interested in getting the 
financing arranged. They were ready to commence con- 
Struction. 

Q Who told you that? 

A It could have been any of the parties at any 
of the previous meetings thet we had or discussions. 

Q So far we have talked about a meeting that 
you had with Mr. Fullana in Puerto Rico, and also a 
telephone conversation that you had with Mr. Fullana 
before the meeting in which basically you arranged for 


the meeting; is that correct? 
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A Yes, 

Q We then talked about your transmitting a 
first proposed authorization together with Defendant's 
Exhibit B, and we talked about a conversation you had 
with either Berger or fullana about that proposed auth- 
orization,. 

Were there any other communications, sir, 
other than those that you have just mentioned, prior te 
your transmitting Lxhibit A to the conplaint to the 


defendant? 


A There may have been. 
Q Do you have any recolicction of them, sir? 
A I don't have any recollection of specific 


communications. 
Q Do you have a recollection that during some 
conversation prior to your transmitting Exhibit A to 
the complaint, someone at Melia mentioning that they had 
had the land for quite some time and would beyin con- 
Struction right after they arranged for the financing? 
MR. PARSONS: Mr. Reporter, 
would you please read that last question 
back? 
(The last question was read bach. 


as recorded.) 
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A Yes, 
Q And the answer was yes? 
A Yes. 
Q But you are unable to tell us when the 


conversation at which this was mentioned occurred in 
relationship to the transmitting of the document, the 
various documents about which you have testified? 

A I can't recollect. 

Q When you had your conversation with Mr, 
Berger or Mr. Fullana after transmitting Exhibit A to 
the complaint, was there any discussion concerning the 
total amount of the loan that they wanted? 

MR. PARSONS: This is after 

transmitting Exhibit A? 


MR. HOROWITZ: Yes, 


A After transmitting Exhibit A? 

Q Yes, six. 

A The amount they wanted? 

Q Yes, sir. 

A I doubt. it, 

Q Was there any transaction after Exhibit A 


to the complaint with respect to how much of a loan you 
thought you could obtain for them? 


A Yes. 
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MR. PARSONS: You say after 


the transmittal of Exhibit A? 


MR. HOROWIT? Yos, sir. 


MR. PARSONS: Are you refer- 


ring to any tire stter till now? 


about 


MR. HOROWITZ: I'm talbting 


lS conversation that he had 


i, £ 


With Mr. Berger or Mr. Fullana, some time 
& 


soon after he transmitted and presumably 


they received Exhibit A to the complaint. 


Q 


During that conversation was there a con- 


versation of how much of a loan you thought you could 


A 


Q 
F A 
better than 


Q 
A 


Q 


get for them? 


Yes, there was, 
What did you say? 


I 


ct 


old them that I could possibly get them 
$18 million. 

Did you say how much better? 

At that point, probably not. 


What was the response, if any, from the 


person who you were talking to when you said that you 


could possibly get more than $18 million? 


A 


Q 


They were happy to hear it. 


Did they say that you should, in effect, 
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pursue to pet more than $18 million? 
A I don't recall what they said, 
Q Did they pive you a maximum ceiling amount 
above which they would be interested? 
A I don't recall that. 
Q In the telephone conversation soon after 


you transmitted Exhibit A to the complaint, was there 


any discussion about the interest on the loan, sir? 


A fter submitting Exhibit A? 
Q ¥O3,. 622, 
A Taat's this right here? 


MR. PARSONS: I'm a little 
confused here. Are you talking not of 
the predecessor of Exhibit A? 
MR. HOROWITZ: I'm talking 
about Exhibit A. 
A May I have the question again read back? 
MR. HOROWITZ: Mr. Reporter, 
would you please read back the last ques- 
tion? 
(The question was read back as 


recorded, ) 


A To the best of my knowledge, there wasn't, 


Q In that same telephone conversation, was there 
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any discussion about the term of the loan? 

A To the best of my recollection, there wasn't, 

Q During the same telephone conversation, was 
there any discussion regarding payment of a fee by Melia 
to Paine, Webber? 

A That had already been agreed upon prior. 
At that conversetion, it was not brought up. 

Q The testimony has been that on or about 
March 13, 1972 you sent Berger, Defendant's Exhibit B 
with a proposed authorization, and that soon after you 
Sent it you had a discussion with one of them, 


In that discussion, was there any mention 


of the amount of the loan that they were seeking? 


MR. PARSONS: Hold on. It 
may be before -- before he answers, I 
want to get something on the record here. 
It may be that when -- that 
your people will have a copy of the 
Original authorization in their files. 
MR. HOROWITZ: It's conceivable. 
MR. PARSONS: It may be that 
that will refresh the witness‘ recollection 
so that when we eventually see that, his 
recollection as to exactly what happened in 
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individual meetings here will be changed. 
3 MR. HOROWITZ: Yes, sir. 

. MR. PARSONS: So, I'm allowing 
him to go forward without having all the 
. documents in front of him with that under- 
a standing. 

° MR. HOROWITZ: I understand 

? that, and the practical way, I suppose, 
He of dealing with that with your statement 
Il on the record, is that hopefully he will 
12 see those documents prior to reviewing 

13 and signing the transcript. .And if those 
\4 documents refresh his recollection, he 

15 will, in accordance with the appropriate 
16 rule of the Rules of Civil Procedure, 

17 alter, amend or change his answer, and 

18 presumably indicate that the reason he 

19 made the change was that his memory was 
20 refreshed by this document, that document 
21 or the other document, 

22 MR. PARSONS: All right. 

23 MR. HOROWITZ: I understand 
24 that. 

25 
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BY MR. HOROWITZ: 

Q During this telephone conversation soon after 
you sent Berger Defendant's Exhibit B for identification, 
and the first proposed authorization, was there any 
mention made of the amount of the loan that you thought 
you could obtain for Melia? 

A At what point in time? 

Q During the discussion over the phone that 
you had with Berger or Fullana right after they received 


Defendant's [Exhibit B, and also the enclosures that went 


With it which was the first purported authorization, 


Was there any mention in that conversation 


of the amount of the loan you thought you could obtain 


for them? 
A There could have been, but I have no recol- 


lection, 


Q In that same telephone conversation, wa 

any discussion of the interest rate? 

A There could have been. 

Q Do you recall whether there was? 

A I have no recollection. 

Q During the same telephone conversation, was 
any conversation of the term of the loan? 


A There could have been, but I have no recol- 
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lection, 

Q During the same telephone conversation, was 
there any discussion of payment of a fee by Melia to 
Paine, Webber? 

A There very well could have been. I have no 
definite recollection. 

Q The Exhibit A to the complaint is Signed in 
two places, Do you recognize your Signature toward the 
bottom there, sir? 

A I do. 

Q Do you recognize Mr. Fullana's Signature up 
above Inmobiliaria Melia De Puerto Rico, Inc.? 

bR. PARSONS: That's on the 
second page? 


MR. HOROWITZ: Yes, sir. 


Q Did Exhibit A, or some copy or original of 


it come back to you with Mr. Fullana's Signature on it? 


A it. did. 

Q Did you affix your signature after it came 
to you? 

A I did. 

Q Was there a covering or a transmittal letter 


with which Exhibit A to the complaint was sent to Mr. 
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Berger? 


A I don't have a copy. There may or may not 
have been, 

Q Was there any correspondence between -- 

A I can amend that. There Was no nail -- 


this copy was delivered to Mr. Berger in New York. 


rr 


That's probably why there may not have been a covering 


letter. 
9) With that in mind, would it be your recollec- 
tion that the discussion that you had with hin about 


Exhibit A to the complaint was on it when you hand 


‘ 


You personally hand delivered 
I hand delivered 
Nid he sign it 
A [It was signed by Mr. Fullana who was also 
at that meeting. 
Q Mr. Fullana was also there? 
A Yes: 
Q Ile signed it that day, sir? 
A Wait a moment. No, he didn't. He signed 
it on the 29th -- he actually mailed it back to me signed 


on the 29th with a letter. 
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Q All right. So, you had had this discussion 
with Mr. Fullana and Mr. Berger on the day that you 
delivered it, which was on or about March 24th, the 
date of Exhibit A to the complaint, and the document was 
actually signed by Mr. Fullana, was sent back to you 
with this letter of March 29, 1972 from Mr. Berger; is 
that correct, sir? 

A That's correct. 


MR. HOROWETZ: I'd dike this 


letter of March 29, 1972 from Mr. Berger 


to Mr, Wilkes to be marked as Defend- 


ants Exhibit ¢C for identification. 


(Docunent referred to above 

as a letter dated March 29, 
1972 from Mr. Berger to Mr. 
Wilkes was received and marked 
as Exhibit C for identifica- 
tion, as of this date.) 


Q Did you also receive at or about the same 


time this lIectter of March 27, 1972 from Mr. Berger? 


A I did. 

MR. HOROWITZ: I'11 ask that 
this letter of March 27, 1972 from Mr. 
Berger to Mr. Wilkes be marked as Defend- 
ant's Exhibit D for identification. 


(Document referred to above 
as a letter dated March 27, 
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1972 from Mr. Berger to Mr. 
Wilkes was received and 
marked Defendant's Exhibit D 
for identification, as of 
this date.) 


Q Defendant's Exhibit D for identification 


refers to three checks to the order of your firm covering 


~~] 


[oe] 


Ko) 


$50,000. Could you show me copies of those checks, sir? 


MR. HOROWITZ: For the record, 
in response to that question, I have been 
handed what appears to be the Original of 
Exhibit A to the complaint with the actual 
pen signatures consisting of three pages 
physically attached to which are copies 
of three checks, and I'll ask that the 
document that I just described be marked 
in its entirety as Defendant's Exhibit E 


for identification. 


(Documents referred to above 

as the original of Exhibit A 

to the complaint and three 
copies of three checks were 
received and marked Defendant's 
Exhibit E for identification, 
as of this date.) 


Q Did you have any other communications with 


either Mr. Berger, Mr. Fullana or Mr. Cohen, between 


24 March 24, 1972, the date of Exhibit A to the complaint, 


25 and March 29th, the date on which Mr. Berger sent you 
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his letter or presumably sent you his letter dated that 
date, together with the Signed agreement? 

A I can't recollect for sure, 

Q On Exhibit C, sir, is the handwritten 
material towards the bottom yours? 

A That's mine. 

Q Does it say, "4/3/72, received --" actually 
received, and it is abbreviated, “ES S/72. accepted and 
returned 4/3/72," and presumably those are your initials 


under that? 


A They are. 

Q Is that what it says? 

A That's correct. 

Q Was Exhibit B to the complaint which is 


dated Ma, 22, 1972 executed on or about that date? 


A I would have no idea of when it was executed 


The execution is not dated. 


Q I understand that. 

A I have no idea when it was executed, 
Q Who prepared the body of that, sir? 
A 


That was prepared by me, 
Q I take it you will concede, however, that 
it was not executed prior to May 22, 1972 since it's 


dated that day; is that correct? 
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page of the Defendant's Exhibit F for identification has 


| 
A I will concede that. 
3 
Q I show you a letter of April 28, 1972 from 
4 
you to Mr. Berger, and I'll ask you if that's your 
5) 
Signature there, and if you sent that letter to Mr. 
6 
Berger. 
7 2 . 
A That letter was sent, and it's ny Signature, 
8 
MR. PARSONS: There is some 
9 ° 
underscoring -- 
10 ; 
MR. HOROWITZ: I was going to 
ll ‘ \ 
ask about that. 
12 : ‘ . 
Q Did you put the underscoring there? 
Fs.) 
13 be 5 es ; : Dt Gewe ee 
A I'd like to say that it's ny handwriting, 
14 A ‘ ; : 
but T have no way of knowing. 
Ai MR. HOROWITZ: I'11 ask that 
He this letter of May 28, 1972 from Mr. 
17 Beas ‘ ; 
wilkes to Mr. Berger be marked as Defend- 
18 paaae m5 ae ! 
: ant's Exhibit F for identification. 
19 
(Docunent referred to above 
20 as a letter dated April 28, 
: 1972 from Mr. Wilkes to Mr. 
Berger was received and marked 
- Defendant's Exhibit F for 
as identification, as of this date.) 
“is Q The lower left-hand portion of the second 


the words, "AGREED AND ACCEPTED," and then some signature 
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2 . 
Lines. 
3 : ‘ 
Was that ever signed? Was a copy of this 
4 . . ° 
document ever signed in behalf of Melia? 
) : ‘ 
A I have no way of knowing that it was ever 
6 
Signed. 
7 A : : F 
Q Well, did you ever receive a Signed copy? 
8 . : 
A I don't have a sipned cony. 
¥ 
’ Q And you have never seen one? 
10 
A I have never seen one, 
1 Q I show you a handwritten sheet of paper on 
2 yellow lined paper, and ask you if you recognize the 
13 handwriting there, sir. 
\4 | A the handwriting is mine, 
B Q At the top, am I correct that the date indi- 
lo cates 5/8/72, indicating May 8, 1972? 
17 A That's correct. 
18 MR. HOROWITZ: I'll ask that 
19 the document be marked as Defendant's 
ae Exhibit G for identification. 
: 21 (Document referred to above 
as a yellow piece of paper 
22 containing the date 5/3/72 
Was received and marked 
23 Defendant's Exhibit G for 
identification, as of this 
24 date.) 


Exhibit A to the complaint which is dated 
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March 24, 1972, and appears to indicate that you signed 
it on or about April 3, 1972, and then Defendant's 
Exhibit F, that is a letter Of ANTil.28... 1992. «» did 
you have any communication whatsoever with anybody 

from Melia between April 3, 1972 when you Signed Exhibit 
A to the complaint and April 28, 1972... the deka of 


Defendant's Exhibit F? 


You are using 


Melia to mean the defendant? 
MR. HOROWITZ: Yes, 
A I can't recall specific communications, but 
I'm sure there were, 
Q Let me see if I can prebe a little further 
and perhaps refresh your recollection, 


The first sentence of the letter of April 


28, 1972, Nefendant's Exhibit F for identification says, 


"In all the excitement of the pest couple of weeks 


regarding the active interest in the Melia project, I 
neglected to notice that I had run out of authorization 
time on April 24th," 
What excitement of the past couple of weeks 
were you referring to, Specifically, if you recall? 
A Yes, I do reecaii. 
We had had interest from a lender, and we had 
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had conversations back and forth on the point of that 


interest. 
Q Who was that lender, sir? 
A First Mortgage Investors, 
Q Did you tell anyone from Melia about your 


conversations back and forth with First Mortgage 
Investors? 
MR. PARSONS: I'm not sure you 
understood his answer, 
THE WITNESS: I'm talking 
about your people. 
Q I see. 
Did you have more than one conversation 
With representatives of the defendant during that period, 
regarding the First Mortgage Investors situation? 
A 7e5,, I did. 
Q Are you able to state for us whom you had 


those discussions with, sir? 


A It could have been with any of three prin- 
Cipals. 

Q Was it over the phone? 

A It would have been over the phone. 

Q What did you tell them about the First 


Mortgage Investors situation? 
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A I don't recall exactly the conversation, 
but my policy is to tell a client at that point, that 
I have interest from a lender, and I probably, at that 
time, simply told them that I had interest and gave 
them some ballpark figures or terms that the iender 
was talking to me about. 

Q What reaction did they expect, if any, they 
being the representatives of the defendant with whom 
you spoke? 

A They were happy about the fact that we were 
moving along quickly with it. 

Q Did they say that you sheuld continue in that 
dirseticn, o¢ something to that effect? 

A They did, 

Q Do you recall with whom at First Mortgage 


Investors you had your contact? 


A bodds 
Q Who was he or she? 
A Mr. Don Grey. He was the Southeastern 


regional representative of First Mortgage Investors, 

Q Where is his office, sir? 

A They are incorporated in Massachusetts, and 
their operating office is in Coral Gables. 

Q Coral Gables, Florida? 
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A Yes, sir, 
Q Had you met during this period with Mr, 


Grey, face-to-face? 


A I had not. 

Q llad you spoken to him on the phone? 

A IT had, 

Q Had you exchanged correspondence with him? 
A I have no evidence of it at this time, 


prevably not. 


me? 


MR. 


*ARSONS: By exchange, you 
mean both ways? 


MR, HOROWITZ: Let's break it 


down, 
Q Did you send him any correspondence? 
A I have no record of it, but probably not. 


Wait a minute, initially he received an offering brochure, 
and that's how he came to know about the same, 
Q We'll get to the offering brochure a little 
later. 
Other than the brochure, did you send him 


any letters, or anything written? 


A I may have, but I have no copies of such 
letters, 
Q Did you receive any papers from him? 
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A At that point, no. 

Q Please tell us what was said in words or 
Substance at these or during these conversations that 
you had with Mr. Grey. 

A Nr. Grey called me, acknowledged receipt 
of the brochure, advised me that it was a regional 
representative that would he handling Puerto Rico, and 
advised me of the case for FI, and advised me that he 
would like to pursue it so far as a formal loan appli- 
cation was concerned. 

Q Did you and he discuss any specifics of the 
proposed lean, such as the principal amount, the interest 
term of the loan, what it was to be used for? 


A In all probability, we discussed what he 


had already had in front of him, which was ny offering 


brochure, 

9) But you don't recall any specifics? 

A I don't recall a specific conversation. 

Q Is this document that I have in my hand a 
copy of the offering brochure? 

A It may not be the exact one that went out 
the first time. 

Q Was there more than one version of it? 


A Yes. There probably was a version the first 
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time, but it may not have been that version on the 


covering letter. 


Q What do you mean? 
A The cover page, 
Q Aside from the cover page, there would have 


been no difference between the two? 


A That's right. 

Q Were there more than two? 

A There could have been a half a dozen. 

Q You don't recall whether this was the last 


or the first or some in between? 


A I think it was a much later version. 
Q This one that I have in my hand? 
A That's correct. 


MR. HOROWITZ: I ask that this 
be marked as Defendant's Exhibit }] -- 
A I could make that a definite Statement, 
because we had changed our letterhead. 
MR, HOROWITZ: 1I'11 ask that 
the brochure that we have been talking 
about be marked as Defendant's Exhibit [I 
for identification, 
(Document referred to above 
as a brochure was received 


and marked as Nefendant's EXhibit 
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- H for identification, as of 
, this date.) 
: Q The third paragraph of Defendant's Exhibit 
F F, the letter of April 28, 1972, you state that, "Our 
. | lending trust has completed its inspection of the site 
g and its preliminary appraisal of the physical and 
, economic data." 
’ Is the lending trust referred to there, 
7" First Mortgage Investors? 
’ A It would have been, yes. 
. Q Were you told by Mr. Grey that they had 
: é physically inspected the purported site in Puerto Rico? 
A Correct. 
14 
s Q ‘Were you told by Mr. Grey that they were 
satisfied with their preliminary appraisal of the physi- 
16 
fe cal and economic data? 
A I was told that he was satisfied. 
18. 
Q Were you told that he was ready to proceed 
19 
a with a formal commitment? 
; A With a formal application for commitment, 
21 
Q Do you know why, sir, Exhibit F was never 
22 
executed in behalf of the defendant, at least to the 
23 
best of your ability to reconstruct it at this point? 
24 


A I don't know that it wasn't executed. I 


to 
w 
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. don't have a copy of an execution. 
Much of my experience with the clients, with 
4 . 
my clients was that the document was never executed 
" because there was communication problems between them- 
: selves as partners. One partner was in Spain, and one 
: was in the Phillipines during the conversation, and one 
8 was in Puerto Rico. Many documents didn't get executed 
a in time, and it never troubled me or stopped the think- 
10 ings of the case. 
11 Q One thing that your letter of April 28, 1972 
, 12 addresses itself to, "I had run out of authorization 

13 time on April 24th." 
\4 You were secking an extension of your aucth- 
15 orization -- did anybody at the defendant ever tell you 
16 that they were against giving you that extension? 

3) 7 A Never did. In fact, to the contrary, they 
18 asked me to go ahead with the case. 
19 Q All right. Now, kindly explain to us the 
20 circumstances under which you prepared the handwritten 
21 notes comprising Defendant's Exhibit G for identifica- 
22 tion. 
23 A These were probably requests made of me by 
24 FMI, or their agents in Puerto Rico for additional 
25 information other than information that I submitted in 
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my offering brochure, and they are very usual and cus- 
tomary pieces of information required in a mortgage 
financing. 

Q Did you go back to anybody at Melia to 
provide any of the information or documents referred to 
in Exhibit G? 

A I did. I discussed it with Jack Berger. 

Q Did he both give you information orally and 
Supply you with written documentation? 

A At all times he was feeding me information 
as was requested. I don't recall specificshere, but 
‘some of this information was not available at this time, 
particularly the marketing program which was still in 


Spain, and was going to come from Spain. 


Q Do you recall ever getting the marketing 
program? 

A We did get it in September or October. 

Q Is that among the documents that we have 


set out in front of us? 
A he marketing program was returned to Berens 


in Puerto Rico, and also to FMI in Florida. 


Q Do you have a copy of it? 
A I don't have a copy. 
Q Did Mr. Berger or anybody else connected with 
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2 ‘ , Ae 
the defendant furnish you with any of the types of 
3 information referred to in your handwritten notes, in 
; writing? 
$ A Nid they ever do so in writing? 
Q Yes. 
q ; A Well, yes. I did receive -- 
| 8 Q Other than the document to which you referred? 
9 A Yes. I did receive certain of these items, 
10 but I can't recall which I did not receive at this parti- 
11 cular time. They could have been sent to me by any of 
12 the three individuals. 
13 Plans and specifications came from Fullana. 
14 He had them in Puerto Rico. The offering prospectus 
15 came from Jack Berger. All of these were written docu- 
16 ments, if that is what your question was. 
17 Q Yes, Sif, 
18 A The marketing program subsequently came from 
19 Spain through Berger, which was a written document. 
20 Q Do you recall any others? 
21 A I don't recall whether I got all of these 
22 items or not. The construction contract I don't believe 
23 I received. I don't believe we had ever been firmly 
4 appointed at that time. 
25 Q Would you say, sir, you got sufficient 
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2 
information and documentation to satisfy the needs or 
3 
the requests of FMI? 
4 > . . * 
A No, absolutely did not get sufficient in- 
5 
' formation. 
6 7 * 
Q What did you not get that you needed to 
7 : , ae : ‘ 
provide them with sufficient information? 
8 ae . : 
A Ii we are talking about May, the marketing 
9 ‘ , ; 
progran, for example, didn't come before Septenber or 
a ‘ . . 
10 Sas : 
October, and they became the critical point for FMI to 
coumit to their loan committee. 
ns Q Anything else, sir? 
se A The sales performance and history of the 
®, 
14 Melia organization which was tied to the marketing 
5 , ora ae 
: program also did not come until September or October 
16 with the marketing progran. 
a Q Anything else as to which you claim there 
ig was a delay? 
” A There may have been a delay in the signed 
” financials, I don't recall precisely. That would be 
21 less than six months old. 
22 Q Anything else, sir? 
23 A No, that's all that I can recall. 
24 Q Did you, sir, personally prepare Defendant's 


tw 
w 


Exhibit H for identification, and its forerunners and 
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if there were subsequent versions, 


versions? 


A I did. 


MR. PARSONS: 


understood here that he 
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the subsequent 


I think it's 


is not the one 


that pounded the typewriter keys. 


MR, HOROWITZ: 


I understand 


that. lle offered the material that appears 


in there. 
THE 

Q Exhibit B to the 
dated May 22, 1972, was sent 
that correct? 

A That's correct. 

Q liad you told Mr. 
be sending him this document 


A Yo don't recall, a 


WITNESS: 


You, 1. Gite, 


complaint, sir, which is 


to Mr. Martin Cohen; is 


Martin Cohen that you would 
prior to sending it to him? 


conversation, but it's my 


practice to discuss these before I send them out. 


Q Do you recall before sending it out to 


Martin Cohen, discussingwith 


of the loan? 


him the principal amount 


A I had discussed it with A, B or C of the 


clients many times in a normal source of conversation, 


Q I'm addressing myself specifically to the 


MANHATTAN REPORTING CORP. 
132 NASSAU STREET, NEW YORK 10038 — 267-2228 


| 
1 
| Wilkes EV 4oL 48 
oe 2 . . 
period between the time when you executed Exhibit A 
3 . : ‘ ‘ 
to the complaint on or about April 3, 1972 and the time 
v 
4 
| when you sent Mr. Cohen Exhibit B to the complaint which 
5 ‘ 
Qe is dated May 22, 1972. 
6 s - ‘ 
\ | A I certainly had discussed the matter with i 
e 7 - é ri 
him during that period of time. 
' 8 T 5 it 
A Q No you recall the substance of that conver- 
9 enty +i? 
Sation, sir 
10 Sa | : 13 ‘ 
A I don't recall the precise discussion, 
11 except telling then that the lender was willing to 
9 : P ° . : 
12 consider the application for a million dollars, more 
13 than we had originally discussed. 
: i4 Q “hat was the their reaction to that? What 


did they say? 


A They were very glad to hear it. 


which they would not be interested? 
A I don't recall any such conversation. 


Q 


During the same period of time, was there 


17 | Q Did they give you a ceiling amount above 
i 
any discussion of the interest rate? 


22 A There undoubtedly was discussions of the 


interest rate. 


Q 


Was there a discussion of the term of the 


loan? 
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2 
A There was discussion of the term of the loan. 
3 . . ° 
Q Vas there discussion of the amortization of 
4 
the loan? 
5 
A There was. 
6 
Q Was there discussion of the lender's fee? 
7 t 
A There was. 
8 : 
Q Was there a discussion regarding the guar- 
9 
| antors? 
10 
A There was. 
11 nn } : : 
Q What was the substance of the discussion 
12 ; 2 
regarding the interest rate? 
13 ef : 5 
A We were very happy to report to them that 
M we were coning in with an interest rate which was lower 
15 Bo a 2 : 
than we originally authorized. 
ie Q Exhibit A to the complaint refers to 5.5 i 
17 


them that you thought you could ret the loan at 4% per- 
cent Over prime floating upward or downward? 


A Right. It was not a matter of my thinking, 


it was a bid given to me by the prospective lender. 
Q Who, with who? 
A With FMI. 
Q With who at FMI? 


A With either Don Grey or Dwight Callantine. 
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Q Sir, for my edification and that of the 
record, what do the words, "Nothing upward or downward," 
mean in the phrase, '44; percent over prime floating 
upward or downward,.''? 

A This means that the interest rate is adjusted 
monthly during the term of the loan to a figure of 4 
percent over the published prime rate. 

Q In other words, whatever the prime rate is 


for that particular month, it's 44 percent over that? 
P 


A Over that, right. 
Q I notice that Exhibit A to the complaint 


keys the interest figure to New York prime, but that 


Exhibit B to the complaint doesn't specify which time. 

Was there any discussion between yourself 
arid anyone at Melia regarding which prime was referred 
to in Exhibit B to the complaint? 

A No. There wouldn't have been. My authoriza- 
tion was simply my estimate at the time of what a lender 
might require. 

Q Had the lender referred to which prime he 
was talking about? In other words, there are prime rates 
in different states -- 

A Chicago Trust might have pegged it to 


Chicago's prime. I don't know what their requirement 
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would be, but most of them peg it to New York prime, so 
I took the authorization on that basis, and it was 
quoted by Don Grey, and I made no mention of it, and 
neither did he. 

Q lie made no mention of which city's prime he 
was referring to? 

A Not at that point, but if we refer to a 
subsequent application, we'll get an answer. 

Q Well, we'll refer to a subsequent applica- 
tion subsequently. 


aa) 


What was the substance of the discussions 


regarding the term of the loan during this period that 


we are adjusting ovrselves to? That's between Apeid 3, 
1972 and May 22, 1972. 

A Simply that I had agreement of the pros- 
pective lender of the term of the loan that we had 
requested. 

Q In Exhibit B of the complaint, the written 
material, or typewritten material regarding the term of 
the loan ends with the words, "At a Standby fee of one- 
half percent per extension."' What does that mean? 

A It means that we were estimating that job 
was going to take 24 months to build. 


There was also a possibility particularly 
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in Puerto Rico that it may have run over. The clients 
were very anxious that in the event that it did run 
Over, that the lender would recognize this and give them 


extensions for the construction portion of it, this 60 


months, 

Q And the borrower would pay a fee of 1 per- 
cent? 

A No, one-half percent, 

Q Of the principal amount for each extension; 


is that correct? 


A 


ro 


‘hat's correct, 

Q The material in Exhibit RB relates to, 
“Amortization, 1 percent per annum, only if the loan is 
kept on beyond the maximum construction reriod of 36 
months," 

Does that mean, Sir, that amortization 
would occur at the rate of 1 percent per annum, 
beginning after 30 months had elapsed, and the 
loan was kept on -- | 
MR. PARSONS: You mean 36 months? 

A It means that it could have been given after 
24 months, if that was all the construction period that 
was involved. I used 36 there, including the extension, 


if there were to be an extension. 
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Q So that this means that in no event would 
there be any amortization during the first 24 months 
of the loan; is that correct? 

A Correct. 

Q Under guarantors it says, "Loans will be 
guaranteed by Jose Melia, Sr. and Mr. Pedro Fullana." 

Did you ever have any discussions with any- 

body at Melia wi respect to guarantees by Mr. Melia, 
Sr. and/or Mr. Fullana? 

A ¥es,.1.<dad, 


Q Was there more than one such discussion? 


A I can't recall, but there might have been. 


Q Are you able to place the chronology for us? 
A 


Yes, 
At my very first meeting with Fullana when 
that took place, and at my first meeting with Mr. Berger 


when that took place, cach of them advised me that Mr. 


Melia would give his guarantee. 

Q How about Mr. Fullana? 

A Mr. Fullana himself told me that he would 
give his guarantee. 

Q Did anybody at Melia ever say to you that 
either Mr. Melia, Sr., or Mr. Fullana would not be willing 


ve their personal guarantee? 
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MR. PARSONS: What period are 
you talking about? 
MR. HOROWITZ: At any time. 
A Up to that time, no. Subsequently, that 
became a problem. 
Q When subsequently, did it become a problem? 
A It became a problem at a meeting that we 
had in Coral Gables, on Thursday, June 8, 1972. 


Q Is there a docunent that you have in front 


a memorandum to Mr. de Saint Phalle 
in which I described what occurred at that tTeeting, and 
I mentioned the fact that the personal guarantees have 
come up, and at that time objections were raised by both 
Fullana and Cohen. 

Cohen? 

Cohen. 

What did Cohen object to? 

lie objected to the fact that -- 

MR. PARSONS: I think we might 
-- I think your understanding of this 

in the examination might be advanced here 
if first you'd ask the witness to explain 


how it is that the terms of the guarantee 
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in the May 22nd letter with respect to 

Cohen's side of it are different from 

the original application. 

The question is if Cohen's 
asic Equities would guarantee -- 

MR. HOROWITZ: I'm going to 
set to that. I'm talking about Fullana. 

MR. PARSONS: If you ask it 
the other way around -«- 

MR, HOROWITZ: Let me with- 
draw whatever I had pending, if I had 
anything pending. 

BY MR. HOROWITZ: 

Q Who is the Basic Equities referred to under 
the denominz*ion, "guarantors" in Exhibit D to the 
complaint? 

A The Basic Equities is a real estate company 
owned and/or controlled by the Cohen family. 

Q Who is Marles Equities? 

A That's a real estate owned and/or controlled 
by the Cohen family. 

Q Had there ever been any discussions to 
which you were a party regarding whether Basic Equities 
or Marles Equities would guarantee the Melia loan? 
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2 
| A Yes. This was originally offered at the 
very inception of the case, and I think your Exhibit A 


letter from Pedro Fullana to John de Saint Phalle states 


w 


that. 

. Q I take it from Exhibit B of the complaint 

; that at some point in time, it was determined by you 

‘ that you did not need guarantees from Basic Equities, 
’ 2 or Marles Equities? 

A That's not correct. 

ul MR. PARSONS: Would you please 

- read that question back again? 

13 (The question was read back 

4 as recorded.) 

15 Q This document says, "With Basic Equities- 

16 || Marles Equities released from any such guarantee." 

\7 What does that mean, sir? 

18 A I'll explain this thing. 

19 Originally, both Basic and Marles were 

so offered as guarantors, as you can see from the exhibit. 

21 Q Yes, sir. 

22 A It turned out that Basic Equities had pre- 

23 


clusions in certain of their loan agreements with insti- 
24 tutional lenders prohibiting them to make loans or 


25 uarantees to loans which was apparently not known at 
g pp 


MANHATTAN REPORTING CORP. 
132 NASSAU STREET, NEW YORK 10038 ~ 267-2228 


ro mee em 


Wilkes EV 410 
the time that these guarantees were offered. 
Somewhere in the interim Martin Cohen or 
his attorneys found this fact to be so, and told us that it 
would be impossible for Basic to make the guarantees that 
they had originally offerei to make. 

Q The same thing-with regard to Marics? 

A I'm not sure whether Marles was actually 
precluded from making the loan, Sesechestciens the guarantee, 
but Basic definitely was. 

As a consequence, we went back to FMI and 
told them that for reasons beyond our control we could 


not offer the Basic guarantee, 


I answered your question by saying that it 
wasn't correct that we didn't need it, we didn't know 
at this point whether it would be needed or not, but if 
FMI agreed to accept an application with those things 


taken out -- 


- When did they do that? 


Excuse me? 


A 
Q When did they do that? 
A 


Some time before I found out that we couldn't 
offer the guarantee around May 22nd. 
Q Did they advise you that they would accept 


the application without these two guarantees orally or 
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in writings? 
A It was. orally. 
MR. PARSONS: You are 
that FMI's statenent was oral? 
MR. HOROWITZ: That's correct. 
THE WITNESS:. That's right. 
FMI advised me orally that they would 
accept an application without the guar- 


antees. We had given them some substi- 


FMI advised you of this? 


Don Grey or Dwight Cailantine. 


Q Previously, you were referring to a meeting, 


1 believe of June 8, 1972 that you had with someone from 
Melia, and that you had in front cf you a meno from your- 
self to de Saint Phalle summarizing or recapitulating 
what happened at that meeting. Would you tell us what 
happened at that meeting? 
A I met with Martin Cohen, Pedro Fullana, 

Clyde Frame and Nocl Montilla, and Don Grey, and Dwight 
Callantine at FMI's office in Coral Gables. 

his was to have heen the meeting at which 
the formal application for FMI was to have been signed, 
and at that time Pedro Fullana had second thoughts about 
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personal guarantee, 


Q What did he say on the subject of his second 
thoughts? 

A His thought was that since Basic Equities 
was no loner a guarantor, and since the Melia guarantee 
was almost academic, since Melia's assets were in Spain 
and not really available, and that, in effect, he was 
the guarantor of the 18 million or (49 million -- 

Q You mean the only guarantor? 

A In effect, he thought he was the only 
guarantor whose assets were attackable, or whatever 
the word might be. 

Q We understand, 

A And he objected amongst his own partners 
to the position that he was being left in. 

a) What did his own partners say? 

A His own partners walked out with me in the 
parking lot. 

Q Which one was that? 

A Martin Cohen was the only one that was 
there, and he told me that he, himself, wouldn't want 
to be left holding the bag for the 18 million or $19 
million. 

What they both wanted to do, what both 
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Fullana and Cohen wanted to do was make some kind of 
arrangement with Melia whereby t iey could be assured 
in some way that they would be protected by Melia. 

Q In the event that they were called upon 
to come up with the money under the guarantee? 

A Right. 

Q All right. 

Now, €@S a result of the objection that Mr. 

Fullana raised to his giving his personal guarantee, 
what happened at the meeting? 


A The meeting was concluded without tendering 
§ i 


, 


ie formal applicetion or the checks, and it was left 
tne pertners would resolve their problems amongst 
thenselves, 

Q Did they ever do that, to your knowledge? 
A Subsequently, they did sign an application, 


‘ 


but I don't know what accommodations they made. 


Q Subsequently, an application to FMI? 
A Correct. 
Q Okay, we'll get to that. 


May I see that memorandum, sir? 
MR. HOROWITZ: I'1] ask that 
this two-page memorandum from Mr. Wilkes 


to Mr. de Saint Phalle dated June 13, 1972 
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be marked as Defendant's Exhibit 1. for 
identification. 


(Document referred to above 
as a two-page memorandum 
from Mr, Wilkes to Mr. de 
Saint Phalle dated June Ee 
1972 was received and marked 
Defendant's Exhibit I for 
identification, as of this 
date.) 

Q Exhibit C to the complaint is a document 
dated June 26, 1972, sir, and your counsel has been good 
enough to -- I'm sorry, I have produced it, counsel 
hasn't, and it is a handwritten letter of June 26, 1972 
from you to Martin, and I presume that's Martin Cohen; 
is that right? 

A that’s, xight.. 

Q Attached to which is what appears to be a 
copy of Exhibit C to the complaint. Is that correct, 
sir? 

A That's correct, 

Q Did the copy of what is Exhibit C to the 


complaint go with the handwritten note to Martin Cohen 


physically, physically that way to Mr. Cohen? 


A May I see that again? 
Q Sure. 
A It appears that it did. I referred to the 
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June 26th re-authorization in my handwritten note. 


BIR. HOROWITZ?) or 17 ask that 
the handwritten note of June 26, 1972 
attached to which is the two-page letter 
from Mr. Wilkes to the defendant, be 
marked together as one exhibit, Defend- 
ant's Exhibit J for identi fication, 
(Documents referred to above 
as a handwritten note of 
June 26, 1972 and a two-page 
letter from Mr. Wilkes to 
the defendant were marked ac 
Defendant's Exhibit J for 
identification, as of this 
date.) 
MR. HOROWITZ: For the record, 
I concede that the copy of June 26, 1972 
letter from Wilkes to the defendant is 
not signed in behalf of the defendant. 
but is signed in behalf of the plaintiff 
by Mr. Wilkes. 
MR. PARSONS: It was Signed 
by Cohen, 
MR. HOROWITZ: You have the 
Original signed document and a copy of 


it is Exhibit C to the complaint? 


MR. PARSONS: Yes, 


MANHATTAN REPORTING CORP. 
132 NASSAU STREET, NEW YORK 10038 — 267-2228 


5 


Wilkes EVIE = ¢3 
MR. HOROWITZ: For the 
record, Mr. Parsons has shown me the 
original signed by both parties. 
BY MR. HOROWITZ: 

Q Between ‘une 8th, which is the date of your 
meeting in Coral Gables in which the guarantee problem 
was discussed and June 26, 1972, the date of the two 
communications, comprisins Defendant's Exhibit J, had 
you had discussions with anybody connected with the 


defendant regarding the guarantee problem? 


A Many. 

Q With whom, sir? Which of them? 

A Probably with all three of them at varying 
times, 

Q Now, in the handwritten note of June 26, 


1972, you ask Cohen to rush you among other things, 
the signed FMI application, Am I correct in assuming 
from that that the guarantee situation had been resolved 
by that time? 

A Amongst themselves, it had been. 

Q Vow had it been resolved to the extent that 
they communicated that resolution to you? 

A They were going to arrange a bank letter 
of credit for a million and a half as a substitute for 
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; : the Basic Equities that it had been originally offered. 
3 Q Had you advised FMI of that? 
i A I had. 
5 Q Had they said that was acceptable? 
6 A They said they'd present it to the committee ' 
7 on that basis. 
8 Q Had anyone that you had talked to at FMI 
9 


said that they did not think it was going te be accep- 


10 table? 


ll A No. By them saying it was going to be 
12 submitted to the committee, they are saying that it's 
\ 13 acceptable to then. 


Q Now, we have gone cssentially through the 


period ending June 26, 1972, or thereabouts. 


i] bo i) i) wea iver! 
wo i) bed Oo Ve) co 
—— 100000 


Through the end of that period had anybody 
of the defendant or representing the defendant told you 
that the defendant, either through its own representa- 
tives or through some other broker or agent had been 


seeking loan financing or any type of financing on its 


own? 

A Never had. 

Q : Through this period ending June 26, 1972, 
had you communicated with any other lending institution 
other than FMI with respect to the possibility of that 
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lending institution or those lending institutions lending 
the money that Melia wanted to borrow? 

A Which period of time are you referring to7 
Q The period ended June 26, 1972, which is 


the date of Exhibit C to the complaint. 


A Up to that period, is that what your question 
is? 

0 Yess. Sif. 

A I had communicated with other lenders. 

Q Whom, Saige? 


MR. PARSONS: Off the record. 

(Discussion off the record.) 
Q An I correct, sir, that you had communicated 
Curing this period ended June 26, 1972 with quite a 
substantial number of other lending institutions in this 
connection? 

A That is correct. 

Q Other than FMI, had you mentioned these 
communications, these other communications with other 
lending institutions with anybody of the defendant hy 
specific names of institutions? 


A Probably not. It's not my practice to do 


that, 


Q Did there come a time, sir, when you communi- 
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cated with the Housing Investment Corporation, which 


we'll call, for shorthand, HIC with respect to this loan? 


A i Rad, 
Q Am I correct that HIC is connected in some 
way with the Chase Manhattan Bank? 

A They are a subsidiary, 

Q A wholly-owned Subsidiary, do you know? 

A I think so, but I can't be sure. 

Q What was your first communication with HIC 
11 with respect to this loan? 
12 A My first communication was dated April 12, 
13 1972, and it was directed to Mr. John Yates president 
14 of HIC. 
15 Q When, for the first ‘ime, did you mention 
16 to anyone connected with the defen’ ‘nt that you had 
17 communicated with either Chuse Manhattan Bank or IIIC? 
18 A I recall that very clearly. I mentioned 
19 that when Mr. Berger ady.sed we that his groups had been 
20 || negotiating with HIC. 
2] Q When was that? 
99 A That would be at the meeting in October, 
23 | October 4th or Sth, at my luncheon meeting with Mr. Rerger, 


94 || and I believe it was on October Sth. 
172? 
95 Q 727 
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A That's correct. 

Q So, prior to that you and, to the best of 
your knowledge, no one at Paine, Webber had advised 
anyone connected with the defendant of the communications 
that you had had with HIC or Chase? 

A It's not our policy to divulge that informa- 
tion to a client. We are authorized to go to any and 
all lenders. 

9) An I correct, that in April you sent Mr. 

an offering brochure with respect to Melia? 


That's correct. 


What happened ss a result of your 


I never had any response 
to this day? 
well, we had communications avt we found 
the client had been talking directly with him. 
So, between April and October, you had no 
communications with Yates or anyone from Chase or HIC? 


No communications other than the initial letters to Mr. 


Yates, and there was nothing until October? 


MR. PARSONS: Are you talking 


about HIC? 
MR. HOROWITZ: Or Yates, or Chase. 
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A HIC is Yates, with Chase, yes. I had a 
esponse from Chase in New York advising me that they 
were forwarding ny brechure to the Chase office in San 

Juan, 


) That is the sum tx fr what you heard 


from Chase between April and October; is hat correct? 
A That is correct. 1 had a response from Mr, 


Perraca of the Ch Manhattcn Bank in New York, advising 


me that he had forwarded my application to the Chase 


i p - : ee 
| Manhattan Bank in San Juan, in writing. 


| 
| 


Perraca said that he was Submitting the 
Lopez of Chase in Puerto Rico and that 
comimicate directly with you if he was 
Did Mr. Lopez ever communicate with you 
between April '72 and October '72? 
| A I can't recall whe e did or not. 
have nothing in writing from hin. 
Q Well, you have his phone number here, 


A Yes. 


Did you speak to him on the phone in Puerto 


A 1 can't vecail. 1 called him, left word, 


and he never respunded. 
| 


Q So, am I correct, Sir, at least as of October 
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you had never had a response from HNIC or from Chase in 
Puerto Rico as to whether either of them were interested 
in this loan? 
A That's-correct; 


Q Am I also correct that the several other 


lending institutions with whom you had communicated 


regarding this loan between April and October of '72, 
none of them expressed an interest in the loan one way 
or the other? 

A That's not correct. 

Q 

A 

Q Jid you ever communicate that interest to 
anybody at the defendant between April and October of '72 

A I may have, but we were so far along with 
FMI on terms‘that accentable to the clients that we 
didn't pursue it. 

Q All right. 

I show you a copy of a letter of July 5, 1972 
from Mr. Cohen to Mr. frame, attached to which is what 
appears to be a signed application, and I ask you if you 
have seen that document, sir. 

A Yes, I have. 
Q Who is Berens Mortgare Bankers? 
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2 
A Berens Mortgage Bankers is a mortgage bank- 
3 : + ¢ 0 
ing concern based in San Juan, Puerto Rico which had 
4 


been appointed by FMI as the originating mortgage banker 
in this transaction. 

Q Did Mr. Frame at Berens send you this copy 
of the letter and the enclosure? What I want to find 
out is how you got it. 

A I have a copy of the letter and the enclosure 
signed. I don't know how I have it. It could have come 
to Martin Cohen or Frame. 

8) So, it came from one of those two people? 

A Righ 

HRs HOROWITZ: Iowill@sk- that 
this copy of the July 5, 1972 letter to- 
gether with the attached application, be 
marked as Defendant's Exhibit K for iden- 


tification, please. 


cation was received and marked 
Defendant's Exhibit K for 
identification, as of this 
date.) 


MR. PARSONS: You saw the appli- 
cation before it went to FMI? 
THE WITNESS: I certainly did. 
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Q Mr. Wilkes, Exhibit C to the complaint, sir, 
purports to extend the time required for appropriate 
trustee approval and delivery of the financial comnite 
and I'm referring to the next to the 
paragraph 
MR. PARSONS: Would you read 
that back, please? 
MR. HOROWITZ: Let's strike it. 
Let me withdraw the question, 
could say it better. 
HMR. PARSONS: Instead of asking 
him what it says, why don't you ask him -- 
MR. HOROWITZ: Yes, let me 20 
at it a-iittte differently. 
Q Let me go back to Exhibit B of the complaint, 
and next to the last paragraph, the second sentence of 
that paragraph it says, “This will serve to anend our 


authorization dated March 24, 1972 to the terms and 


conditions described above, and will ‘urther serve to 


extend that authorization for the time required to process 
formally through the FMI Trustee Committee approval no 
later than 39 days from the receipt of your acknowledge- 
ment"; is that correct, sir? 


A That's what it says, yes. 
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Q What is the acknowledrement referred to 
there, sir? 

A The acknowledgement is to the terms and 
conditions that are being quoted to me by FMI, and to 
the extension of the authorization. 

Q I don't know what your acknowledgement 
receipt of your acknowledgement means there, and that's 
what I'm trying to find out. 

A What 1 mean by that is that in effect, we 
have a different set of terms and conditions than what 
we had in our original, and I'm asking him if these 
would be acceptable to him. 

Q Did you understand the words, "The receipt 
of your acknowledgement," to mean receipt by you of an 
executed copy of the Lxhibit 8 to the complaint? 

I meant. 

Q So, therefore, under that document you under- 
Stood that your authorization ended no later than 30 
days after you received that document back from defend- 
ant signed by defendant? 

A No, sir, it doesn't mean that at all. 


Q Well, when does it end? 


: : : : Os 
A The authorization ends when we receive Vv 


written notice from a client that he no longer wishes 
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to authorize us, which privilege he has after th 
minimum period, and in this case it was 30 days, but 
which he has never exercised to this moment. 

Q What you are saying is that he can't exer- 
cise the privilege of terminating your authorization 
within the 30-day period, but that he can do so there- 
after? 

On written notice? 
On written notice, yes. 
Yes; 
MR. PARSONS: Off the record. 
(Discussion off the record.) 
Q how you a letter of October 23, 1972 from 


yourself to Mr. Berger consisting of two pages, physi- 


cally attached to which is a copy of a one-page letter 


from yourself to Yates, dated PPTL 12, 1972, and & 


copy of another letter dated April 12, 1972 freon your- 
self Mr. Perraca. 
Do you have any idea, sir, why those three 
documents are physically attached to one ancther? 
A Yes. 
Q What is the reason, sir? 
At this time, I had been informed by Berger -- 
MR. PARSONS: The question is 
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why are they attached to the letter. 

Q why are the three letters attached to cach 
other? 

A I was showing Berger the fact that we had 
previously submitted to both Chase and HIC. 

Q SO, you sent Berger the top letter together 
with copies of the other two letters; is that correct? 

A fhat’s correct, 


I*l1l ask the 


reporter please to mark as Defendant's 
Exhibit L for identification, the four 
pages consisting of a two-page letter 
from Wilkes to Berger dated October 23, 
1972 which bears several handwritten 


comments, and a copy of a letter of 


April 12, 1972 from Wilkes to Yates, and 


a copy of a letter of April 12, 1972 from 
Wilkes to Perraca. 


(Documents referred to above 
as a twe-pare letter dated 
October 23, 1972, a letter 

of April 12, 1972, and another 
letter of April 12, 1972 were 
received and marked for iden- 
tification as Defendant's 
Exhibit L, as of this date.) 


MR. PARSONS: I take it it's agreed 


MANHATTAN REPORTING CORP. 
132 NASSAU STREET, NEW YORK 10038 ~ 267-2228 


— 


Wilkes EV 4e7 75 

2 

that these handwritten comments were done 
4 by somebody in Melia? n 
. MR. HOROWITZ: I'm going to 
? ask him about the handwritten cOnments. 
° I don't know until he tells me. 
‘ BY MR, HOROWITZ: 
. Q Do you know who put the handwritten comments, 
eo ae you will, on Defendant's Exhibit L? 
10 A I would guess they are Berger's, they are 
il not mine. They are not my comments, 
12 Q Were those comments there when the letter 
13 wont out? 
i4 A No, they were not, 


15 a) J show you a carbon of what appears to be 
16 | a letter cf November 1, 1972 froin Berger to you, sir, 


and ask you did you receive that document. 


In fact, do you have the original letter 


there in front of you? 


A lave, 


22 Q Perhaps what we ought to do is mark the 


original and I'll keep my covy, 


MR, HCROWITZ: 1°11 ask that 


the original of the letter received by Mr. 
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Wilkes by Mr. Berger dated November 1, 
1972 be marked as Defendant's Exhibit M 
for identification. 
(Document referred to above 
as a letter dated November 1, 
1972 was received and marked 
Defendant's Exhibit M for 
identification, as of this 
date.) 
() I show you a photocopy of a letter cf Noven- 
ber 2, 1972 consisting of two pages from you to Mr. 
Yates, physically attached to which is a copy of your 
copy of a letter dated April 1, 1972 to Mr. Yates, 
Did you send these letters to Mr. Yates? 
I did. 


Were copies of them sent to people at Melia? 


I have a typewritten carbon copy to Peter 


Haeffner. I don't know who wrote those names in. 


0 Do you receii sending those documents to 
somehody at Melia? 
A I don't recall. This could be ny secretary's 
writing. I don't know. 
MR. PARSONS: It says in the 
letter, "We are advising all parties --" 
THE WITNESS: Then it probably 
was, I don't recall. 
MANHATTAN REPORTING CORP. 
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MR, HOROWITZ: 1£'11 ask that 

the reporter mark as Defendant's Exhibit 

N for identification, this copy of a two- 

page letter of November 2, 1972 from 

Wilkes to Yates, attached to which is a 

copy of a one-page letter dated April 12, 

1972 from Wilkes to Yates, 
(Documents referred to above 
as a letter dated November Zs 
1972 fron Wilkes to Yates, and 
a copy of a one-page letter 
dated April 12, 1972 from 
Wilkes to Yates were received 
and marked Defendant's Exhibit 
N for identification, as of 


this date.) 


Q I show you, sir, copy of a letter consisting 


of one page fron yourself to Jack Perger, dated November 
22, 1372, attached to which is a business card ef Mr. 


Berger, and also an invoice in the sum of $270,000. 


I ask you if you sent those documents 


exclusive of the business card, to Mr. Berger. 


A I did. 
MR. HOROWITZ: I'11 ask that 
those documents be marked as Defendant's 


Exhibit 0 for identification. 


(Document referred to above AS 
a copy of a letter dated 
November 22, 1972 and a business 
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2 3 
. card were received and marked 
. Defendant's Exhibit 0 for 
identification, as of this 
‘ date.) 
" ) Previously, you testified, sir, that you 
6 
eo learned from HIC or Chase, that the defendant had been 
« negotiating with them with respect to a loan. Was it 
< HIC that you learned they were negotiating with, or was 
. it the Chase, or was it both? 
- A It was neither, but let me put it into sequence. 
Q Okay. 
il 
s A I first learned of it from Jack Berger. 
i“ 
Q When did you learn of it from Jack Berger? 
13 
ma A At a luncheon meeting that I had with him 
14 
on October Sth. 
15 
Q we ag 
16 
A wg 
17 
Q Who else, if anyone, was present at that 
18 
luncheon meeting with Berger? 
19 
A Berger and I, alone, 
20 
Q What city did this occur in? 
21 
A At Columbia University, New York. 
22 
Q What did you say to Mr. Berger, and what did 
23 
he say to you? 
24 


A I had called Berger the day before and advised 
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him of our rejection by FMI. I suprested that we had 
another alternative, and that we had already started 
work on that, and that I would explain it to him in 
detail the next day at a luncheon, and he agreed to 
meet me on the Sth. 

Q What happened on the 5th? 

A Oa the Sth I showed him some documents from 
FHI, just to keep our credibility of the fact that FM ‘ 
up until almost the day that they rejected us, was 
expecting the marketing study, and I wanted to show him 
that we had the serious intent that we had all along, 
and I told him how sorry I was, but upon the rejection 
of FMI following up on some of the other leads that we 
had, among whom was the Chase Manhattan Rank, which had 
told us they were row interested in the deal, the market 
had changed, and they were interested. 

wien I mentioned Chase Manhattan Bank, 

Berger, for the first time, told ine that he or his 
partners had been in communication with the Chase or 
HIC in Puerto Rico. 

Q Who at Chase or HIC had told you that due 
to the change in the market, they were now interested? 

A Peter Haeffner at Chase. 


Q Chase where, sir? 
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October 


in effect, 


to liaeffner? 


Haetiner certain) 


lowing it 
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hiv, it x 
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directly with Chase or HIC, 


whomever 


\ When did he tell you this? 


OTd 


rant 


somebody at 
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or October 4 


that you'd 


borrower? 


y that 


Melia 


did they tell vou 


they nad spoke. 


A Not precisely, but if I recall his statement, 


been negotiating or talking to HIC 


tell you for how long the some time 
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was? 
A My impression was it went back a month or 


more, I don't remember him telling me that. 

Q Dict Berger tell you who at Chase or HIC 
they had beer speaking with? 

A well, he did tell me, and it was HIC rather 
than Chase. 

Q i see. 

A I don't recall whether he gave me the name 
of a party -- he might have said Yates, although I can't 
really recall. 

Q Did he tell you anything about the substance 
of the conversations between representatives of HIC and 
representatives of the defendant? 

A Only that they had been negotiating directly, 
and that they were close to a deal. 

Q Did he show you any correspondence between 


the defendant on the one hand and 'IC on the other? 


A He didn't show ne any correspondence. 
Q What did you say when he told you ahout this? 
A I was a little surprised. i reminded him 


of the fact that we were under exclusive authorization 
all this time, and alse of the fact that we had submitted 


to both HIC and Chase, and that in accordance with our 
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authorization, we would earn a fee regardless of how 
3 wi 
this deal closed. 
4 © . . * * 
Q What did he say, if anything, in respcnse 
5 
to that? 
6 rae * | 
A He said that he couldn't talk for the legal- 
1 
ities of it, but he was going to discuss it with his 
8 
partners, 
9 a A . 
Q Did he subsequently advise you that he had 
10 . : Rane : 
discussed it with his partners? 
ts A He subsequently sent me a letter that you 
2 
" have already shown me -- may I add to that? 
13 | Q ertainly, go ahead. 
4 A At that same meeting we both professed that 
i5 - be : > 
. we didn't want any hard feelings or legal problems. 
16 Jack was very, what shall I say, he was very 
" cooperative, and he was very agreeable to the fact that 
7 there shouldn't be any hard feelings, and it was sug- 
19 gested, at that time, thar possibly we could compromise 
20 . Z 
in-some way. 
21 Q Do you know, sir, whether the proposed loan 
2 fron HIC to the defendant was ever consummated? 
23 A I have never scen the document, but the 
24 building is well under construction, so I assume it has 
25 been, 


MANHATTAN REPORTING CORP. 
132 NASSAU STREET, NEW YORK 10038 — 267-2228 


> 


a eS yes i ° . : e + ’ ; ia 


w 


6 


22 


23 


( 


} 


4“ 


Wilkes EV 435 R3 


No you have any information other than that 


aS to whether it has been consummated or not? 


No, I have never seen any documents, 


Has anybody ever told you that the loan was 


consummated? 


E 


A 


consummated. 


Q 


A 


* 
ie 


lobody has ever told me. 


lias anybody ever told you that the Loan was 


Nobody has told me that the loan was not 


Do you want to say something else, sir? 


{ believe -- I'm not absolutely sure that 


my assistant in Puerto Rico advised me of the fact, not 


A 
Q 
not consummated? 


that there was a Sign on the site Stating that the con- 


Struction loan was made by HIC, which is customary in 
é ? 


only that the building was under construction, but also 
| 


the business. 


Q 


A 
Q 


a 


A 


Q 


Who is your assistant in Puerto Rico? 
Mr. Joseph Barriero. 
Is he still your assistant? 

J 


He still is. 


I direct your attention, sir, to Paragraph 7 


of the body of the complaint, and I request that you read 


that silently to yourself, 
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A Okay. 

Q Who is this other broker that it's alleged 
on information and belief that the defendant retained? 

A I don't believe the name was ever given co 
me, although Jack Berger told me that this case was 
being handled by another broker. In fact, it was sug- 
gested that we might compromise, that we share that 
vroker's fee, 

S0, there is another broker, but I don't know 
who it would be, 

Q Was this told to you at this meeting at the 
Columbia University Ciub? 

I was told subsequently. I don't thirk it 
came up at that time. 

Q Now, Paragraph 8 states, "On information 
and belief that plaintiff's activity under the contract 
as amended helped defendant obtain Financing from HIC," 

On the basis of what facts is that allegation 
predicated, with respect to plaintiff's activity helping 
defendant obtain financing from HIC? 

A On the basis that we, Paine, Webber had 
submitted our offering brochure to Mic, which in avi 
likelihood was a document that HIC used in making their 


determination. 
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Q Do you have any other facts or information 
on the basis of which this allegation is based, sir? 

A No, J don’t, 

Q Paragraph 9 of the complaint says, "Defend- 
ant has repudiated and breached the contract as amended 
by refusing to pay the fee provided for therein, despite 
repeated demands by plaintiff to do so." 

How many of these repudiated demands were 
there? 

A I couldn't give you the number. I could 
tell you in minimun number, but I don't know in maximum, 

Q What's the minimum? 

A My first demand for payment was at our 
luncheon meeting with Mr. Berger on October Sth. My 
second demand was when I actually submitted an invoice 
payment. 

Q Which was narked for identification? 

A Yes. You have already marked that for 

¢ 
identification. 
My third demand was when I received Mr. 
Berger's letter disputing my position, and at which time 
I, again, insisted that the money was owed eo uk and 
there may have been subsequent demands by the attorneys, 


I don't, know. 
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Q Ti, the coulplaint, Puine, Webber requests 
damages of $285,000 consisting of 15 percent of the 
Sum Of $19 million, which on information and belief 
you state is the approximate amount of the loan obtained 
by defendant from HIC: is that correct, sir? 

A I have reason to believe that they received 
more than $19 million. i can't tell you precisely why, 


but I believe I have heard that. 


9 What have you heard thet they have received? 

A Something in the neighborhood of $20 million. 

Q Who told you that? 

A I don't recall. er 

Q Someone connected with Melia in any way? 

A I think -- I'm net sure. I really don't 
recall, 

Q "2S it connected with Pains, Webber? 

A It wouldn't have been anybody connected 


With Paine, Webber. If they knew anyone, I would. 


Q Was it someone connected with HIC? 

A No. I have had no communications with HIC. 
Q Was it someone connected with Berens? 

A It could have been, I'm not sure. 


HMR. HOROWITZ: Off the record, 


(Discussion off the record.) 
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2 | ‘MR, HOROWITZ: ['11 ask, at 
3 this time, that the reporter mark as 
4 Defen?ant's Exhibit P for identification, 
5 a batch of documents stapled together, 
6 which consist of the following: 
7 A handwritten note from Mr. 
8 Wilkes to a person name! John, dated 
9 10/3/72; a carbon copy of a two-page 
10 letter of August 11, 1972 from Wilkes to 
11 Grey; a two-page letter from Callantine 
12 || to Wilkes, dated Aupust 8, 1972; a photo- 
13 copy of a ictter consisting of one page 
14 | dated August 22, '72, from Wilkes to 
15 Melia, Jr. in Spain: a one-page letter 
16 | of September 22, 1972 from Callantine to 
17 | Wilkes: a carbon of a one-page letter of 
18 september 26, 1972 from Wilkes to 
19 Callantine; a letter consisting of one 
20 page dated September 26, 1972 from Callantine 
21 to Wilkes; @ photocopy of a One-page letter 
22 of September 28, 1972 from Callantine to 
23 Frame with a note at the bottom beginning 
24 with the name "Leonard," and signed, I 
95 believe, "Dwight." 
MANHATTAN REPORTING CORP. 
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Also a photocopy of a check 
containing the number 3757, from Berens 
Mortgage Bankers, Inc. to First Mortgage 
Advisory Corp. in the sum of $5,000, 


dated July 19, 1972. 


| All the above will be marked 
as Defendant's Exhibit P for identifica- 
tion. 
(Decuments referred to above 
were received and marked : 
Defendant's Exhibit P for 
identification, as of this 
date.) 
| BY MR. HOROWITZ: 

Q Am I correct, sir, that all of the documents 
that we have marked came from your files or those of 

A You are correct. 

MR. PARSONS: The documents 
that you have just marked as Defendant's 


Exhibit P? 


MR. HOROWITZ: That's currect, 


THE WITNESS: Came from my files, 


Who is the, ‘John''? 


John de Saint Phalle. 
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|| note beginning with the word, "Leonard." Was 


\ 


EV 441 


Wilkes 89 

Q That's on the first page of Defendant's 
Exhibit P? 

A Yes, John de Saint Phalle. 

Q Is the handwriting yours, sir? 

A My handwriting, yes. 

Q And the initials at the bottom are yours? 

A My initials, 

Q One of the letters that is contained in 


Defendant's Exhibit P for identification is dated 
September 28, 1972, and it is from Cailantine to Frame. 

At the bottom of it there is a typewritten 
that note 
addressed to you, sir? 

A That was addressed to me, yes, 

0 Am I correct that you had a copy of the 
letter with the note on it, and that's Dwight Callantine's 
Signature at the bottom, or at least the first name of 
his signature? 

A Correct. 
MR. HOROWITZ: -I'11 ask the 
reporter to mark as Defendant's Exhibit Q 
for identification, a copy of a one-page 
letter from Wilkes to Callantine dated 


September 26, 1972, attached to it is a 
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business card of Jack Berger with some 


handwritten comments on the card, 


(Mecument referred to above 
as a letter dated September 
26, 1972 attached to which 
is a business card of Jack 
Berger, were received and 
marked Defendant's Exhibit Q 
for identification, as of 
this date.) 
Q Did you send the Original of that letter 
to Cailantine? 
A i did, 
Q Whose handwriting is on the card, the busi- 
ness card? 
A That's Jack Berger's handwriting. 
Q Do you know why the card with the hand- 


written note from Jack Berger is attached to the copy 


of the letter? 

A Yes. I wanted to show Dwight Callantine 
that my client had left for Spain and we had to postpone 
the meeting. 

Jack had advised me by telephone that he 
would not be able to make che Original meeting in Florida 
because he had urgent business in Spain, but that he 
would be back on October 4th and that he had received 
the marketing report. 
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a Q S50, you sent Callantine. a copy of the busi- 

3 ness card with the message, the handwritten message on 

¢ the business card? 

a A That's. correct, 

° MR. HOROWITZ: For the record, 

? there is also more of the handwritten 

8 message on the reverse side of the business 

9 card. 

10 Q Previously, there was out on the table a 


not. 
MR, HOROWITZ: It's just been 
handed to me. 
MR. PARSONS: I think one docu- 
ment that was marked as an exhibit has been 


removed from that pile. 


MR HOROWLITG: “Yes.2 Im centent 
if Mr, Parsons will agree that he'll keep 
this batch of material intact and available 


for my inspection, if and when I should 


call upon him for it, ‘to state for the 
record that a whole batch of material under 
a paper clip has been produced and I see 

no need at this point te mark it for 
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identification, 
I just wanted to ask the witness 

a question or two about this material as a 

batch. 
MR. PARSONS: That's agreed, 

Q I assume, sir, and correct me if I'm wrong, 
that this batch of material consists of a memorandun, 
netes and correspondence that you had with various p-ople 
with respect to this loan transaction, at the top of 
which is a list of people at lending institutions that 
you contacted; is that right? 

A That's correct, 

Q Just one more thing which we may have covered, 
but I'm not sure, but I just want to button it up -- 
you told us about how you learned of FMI's rejection of 
the loan application. 

Were you told precisely what the basis of 
it was? What the rejection was, the reason for the 
rejection, sir? 

A Yes. It's in Dwight Callantine's postscript 
to me, 

Q Are you referring to this letter of Sep- 
tember 28, 1972 fron Callantine to Frame at the bottom 


of which is a postscript to you? 
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A May I look at it? 
Q Yes, Sure. 
A I'in sorry, it's not in the postscript, .it's 


in the body of that letter. I'm told that the reason 


for the rejection is as to the type of investment that 


Was represented, 
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Q were you ever t t he meant by that? 


A I don't have to be told, I know what he 
meant by that. 
Q What did he mean by that? 


A The fact that this is a hybrid type of 


Wilkes EV 4s 93 
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Situation, a combination of hotel and condominium which 


puts this in a category unique, and apparently at this 


point in time FMI was not looking for that type. 


Q So, the reason had nothing to do with 
| See rareees and nothing to de with any delay, if there 
| was any delay in furnishing documents? 
A I cannot make that statement. We are dealing 
with a junior loan officer, and the reasons could be any 
combination, The uniqueness of time can be overcome 


by a very strong guarantee, 


&@ situation whereby at one time that commitment to be 


put out for that project --+ and also by the time they 
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got around to it six months later because of many delays 
by our client, they Simply didn't have the commitment 
ledger to put it out. 

{ would not say that categorically, what 
I said there is a fact, 


Q Basically, you don't know, in this case, 


and you are just speculating? 


A I don't know, 

MR, HOROWITZ: I have no 
further questions in this case. 

I have no 

questions. 

MR. HOROWITZ: For the record, 
Mr. Parsons is taking with him the exhibits 
that have been marked for identification 


today, and he will furnish me with a full 


se* of Xerox copiss of them, and Mr. 


Parsons is now checking to see if he has 
them all, 

MR. PARSONS: On Defendant's 
Exhibit for identification, we would 
ask that that not be used, in particular, 
that that not be used for any purpose 
other than the purposes of this case. 
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2 
MR, MOROWITZ: Agreed. 
3 
MR. PARSONS: Actually, I don't 
4 
see why you should use any af the rest of 
5 
them for anything else but this case. 
6 ' 
| MR, HOROWITZ: That's probably 
7 
| also true, but I'm not intending to. 
8 
llowever, I haven't had the 
9 
chance to review them that carefully, but 
10 
I don't have any intention of using them 
11 : wn 
for anything but this case. 
12 
MR. PARSONS: If you want to 
wm i . 
| use them for any purpose, would you please 
4 || 
check with me first? 
: 15 
MR. WOROWITZ: I can state for 
" the record that I have no purpose in using 
17 ; 3 
them at this time. 
18 i: : 
(Whereupon, at 1:40 p.m. this 
19 , 
hearing was concluded.) 
20 
000 
21 
#2 Subscribed and sworn to before me 
23 : 
this day of 
24 
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STATE OF NEW YORK ) 


COUNTY OF NEW YoRK ) 


tS 
wa 


$$ 


I, RICHARD BOUDIN, a Shorthand Reportor 
and Notary Public within and for the State of 
New York, do hereby certify: 

That LEONARD WILKES, the witness whose 
deposition is horeinbefore set forth, was duly 
sworn by me and that such deposition is a true 
record of the testimony given by such witness, 

I further certify that I am not related 
to any of the parties to this action by blood 
Or marriage; and that I am in no way interested 
in the outcome of this matter, 

IN WITNESS WHEREOF, I have hereunto set 


my hand this /.— day of s) ules 5S7 3: 


_—— ed ore cee rte ere ements 


ne tea oe 


RICHARD BOUDIN 
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DEWEY, BALLANTINE, BusHsy PALMER & Woop 


190 BROADWAY 
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EDIF. PAN AMERICAN + OFICINANUM, 1166 
PONCE DE LEON NUM, 255 - HATO REY, 
PUERTO RICO 00919 - TEL.764-4750 


Please realy: to: GPO Box 1805, San jos, P.3 
telephone: 725- 5858 


Se ae CUVEE + Hh, wi Co ae Bevo, a 
(Wa Vettel — 


January 28, 1972 


Mr. John de Saint Phalle, Vice-President 
Paine, Webber, Jackson & Curtis, Inc. 
140 Broadway 

iNew York, New York 10005 


Dear Sir: 


In accordance to our recent conversation at your office, with reference to the 
financing of the Melia Apartotel project in Puerto Rico, | am pleased to enclose 
certified financial statement of Basic Equities & Development Corp., owned by 
the Cohen family, our 50% partners in the Puerto Rico deal. 


| am also enclosing audited financial statement of Marles, Inc. also owned b 
g ’ Y 


the Cohen family, the corporation that will addifnally secure the interim 


financing loan of the Apartotel. ih Renae 
ete tN ASG DEAN CN LC a OT ECan, 


For any additional information that you may »<quire in relation to this project, 
please do not hesitate to contact me. 


Very hiss yours, 


a MELIA DE ee RICO, INC. 


ae, 


BY: 


Pedro Fullana, E tcecative V Vicoo¥redaonl aie ee 
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MEMDRKHA 140 B ROADWAY 


TELEVUONER 
PRINCIPAL HTOCK AND 


‘ (212) 497-2121 
COMMODITY KXCHAMNGRS New Yoru, N. Y. 10005 CABLE-FAINWED, M, Y, 


RATAALIGHED 1870 


March 13, 1972 


peak led 3PM 


Mr. Jack H. Berger, 

Executive Vice President 
Melia Real Estate Development 
30 East 42nd Street 

New York, New York 10017 


Re: felia Apartotel 
Isla Verde, Puerto Rico 


bear Jack: 


I am happy to enclose our Application for Commitment for 
your proposed 627-unit Condominium Hotel to be built on the 
ocean in Isla Verde. 


I think you will find the major business terms and condi- 
tions clearly spelled out in the application, which will involve 
a standby takeout commitment and an interim construction loan. 


Please note that we will require 45 days in order to deliver 
the final commitments, but hopefully will have preliminary 
approvals long before the 45-day period. 


If these terms and conditions are satisfactory, would you 
please execute in the spaces provided on all three pages and 
return to my attention as quickly as possible in order that we 
might commence the formai prcecessing of the various loan appli- 
cations. 


We look forward to a speedy and successful financing of your 
Melia project in the Caribbean and hopefully to many more in the 
future. 


Sincerely 


“” 
- (IM WhiF> 
fi % / 
AWM) 7 / / Ut / 
a EG Fe ie CLX i/ L a 


Leonard Wilkes 
Vice President-Real Estate 


LW/jb 
Encl. 
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THE Melia GROUP . U, 8S. RESIDENT FINANCIAL OFFICE 
MADRID, SPAIN 1 Anag ae 30 EAST 42no STREET 
HOTELS NEW YORK, N. Y. 10017 


DIVIGIONS: ws = 2 . ° * 
REAL ESTATE DEVELOPMENT TEL.s (212) 661-4014 


Mr. Leonard Wilkes, Vice President 
Paine Webber, Jackson & Curtis, Inc. 
(Real Estate Div’ sion) 

140 Rroadway 

New York, N. ¥. ~LO005 


March 29, 1972 
Dear Leonard; 
I am pleased to attach hereto, in duplicate, duly executed “Application 
for Commitment" dated March 24, 1972 regarding the Puerto Rican welia 
Apartotel project. 
We now look forward to your early advice, 


With kind personal regards, 


Sincerely, 


Ree 


ck H. Berger 
JHB/de 
Encl, 


ce: Francisco Me'ia 
Pedro Fullana 
Martin Cohen 


,. Me C3 


‘° Se 


Ut 
THE Melia GROUP U.S. RESIDENT FINANCIAL OFFice 
MADRID, SPAIN 30 EAST A2ND STREET EV 455 
HOTELS NEW YORK, N. ¥. 10017 
DIVISIONS aw 
REAL ESTATE DEVELOPMENT TEL. (212) 661-4e1a 


Mr. Leonard Wilkes, Vice President 
Paine, Webber, Jackson & Curtis, Ine. 
(Real Estate Division) 

140 Broadway 

New York, N. Y. 10005 


March 27, 1972 


Dear Leonard: 

I am pleased to enclose herewith 3 checks to the order of your firm total- 
ling $50,000 and issued respectively by the 3 partners in the Puerto Ricaa 
Melia Apartotel venture, nanely, Basic Equities & Development Corp., 
Fidelity Bond & Mortgage Co. of Puerto Rico (Mx. Pedro Fullana) and 

The Melia Group. 


These checks are given to your firm solely as a "good faith deposit” and 

it is understood, as per your "Application for Commitment" dated March 24th, 
that the full $50,000 will be refunded to us no later than Friday, 

April 28, 1972 if you are unable to deliver to us a bona fide commitment 
prior to that date, 


With kind personal regards, 


i Sincerely, 


JHB/de 
Enclosures 


1t JLICATION FOR COMMITME sT_ 


PAINE, WEBBER, JACKSON & CURTIS | i deaty ee DATE:_March 24, 1972 
Incorporated co BeeP lit § °K. o~ 
National Mortgage Division . { T : 
140 Broadway Ef {0 i : EV 456 
New York, N.Y. 10005 / “ae 
‘ 1/73 
: Mfd if Isla Verde, Puerto Rico 
Gentlemen: 


ee een ee 


benalf, to any lending institutions selected by you, on the property hereinafter designated. This 
authorization shall become effective upon acceptance by you and shall remain in effect for a per- 


iod of 39 days from the date of your acceptance and receipt of all necessary supporting data, 
per submission checklist attached, and such period shall be automatically extended, unless 


terminated in writing. 


1. PROPERTY DESCRIPTION: Approximately 627 Condominium Units 


2. GROUND DIMENSIONS OR AREA: Approximately 19,600 Sq. Mtrs. 

3. LOAN SECURITY: First Mortgage Note or Bond, secured by the subject property, the 
applicant corporation, ttexmesinedsa kixadick Hrexi WRECK including personal property and 
equipment incorporated in the realty and necessary for the operation of the subject real 
estate. For construction mortgage loans, satisfactory Completion and Performance 
bonds will also be required of the General Contractor. 


4. OTHER SECURITY: Assignment of all xonenzicaseaxxndionsales contracts, as weil 
as Sonos cu ponixantkzavenxssx deposits and advances by purchasers or 
prospective purchasers, to be escrowed or used in accordance with 
Puerto Rican law. The loans will be further guaranteed by Mr. Jose 
Melia, Sr., Mr. Pedro Fullana, and Basic Equities and Development Corp. 


ge FINANCING REQUESTED: 


| TYPE OF LOAN AMOUNT Interest-Fees-Partic. TERM Constant Note] 
\ 
Standby & Construc- | $18.0 Mill|}5.5% over New York 60 1% “, “= 
tion Loan prime (minimum 10%) mos. | if Loar 
Combination (maximum 12%) simple | totalcontinu a 
interest on monies , incl. beyond 
| drawn, without loan .24 + | constr 
fees to the lender. mos. | period 
onstz. ° 
plus : | | 
two 
6=mo. 
xten 
sio 
if 
re- 
uire | 


6. HOLDBACK & ACHIEVEMENT: NOT APPLICABLE. 


There are to be no compensating balances required. 


any time without penalty. 


7. PRE-PAYMENT PROVISIONS: Allowed in full 


RE: Melia Apartotel 
Isla Verde, Puerto Rico 


REPRESENTATIONS BY APPLICANT: 


: EV 457 
a) Title to subject property will be marketable and insurable. 


b) Plans, specifications, contracts, cost breakdowns, appraisals, survey, 

_ financial statements and any other pertinent data will be furnished by 
applicant upen request for your use or for the use of any lender. 

c) All fees for appraisals, survey, title insurance, title examination, ab- 
stract, legal fees, recordation, tax stamps, acceptance, loan fees or 
costs will be paid by applicant, in addition to other normal closing costs. 

d) Applicant will promptly execute any {ender’s application and furnish such 
data, appraisals, and GOOD FAITH “JEPOSITS, as required by the lend- 
ing institution. 

We will permit you to erect a sign on the property site, at your expense, 
to indicate that you arranged mortgage financing, and will provide you 
with a 8" x 10” glossy photograph of the finished building. i 
Applicant warrants current control of the property either in fee owner- 
ship, or contract to purchase, or option to purchase, ora leasehold 
interest, etc., with sufficient time remaining within which to process 
this loan application to a firm commitment and closing by. am ‘ 

g) Title policy to be supplied by borrower, and legal documents to be supplied and 
DEPOSIT AND FEES:, Prepared by borrower's attorney subject to approval by lender's attorney, 
a ———$* subject to full approval by lended. 

a) We herewith deposit with you, in escrow, the sum of $50 000 
as a GOOD FAITH DEPOSIT, to be deposited by you in the "Paine, Webber, 
Jackson & Curtis, Incorporated-Special Deposit Account. " Said sum will 
be refunded without interest in the event that you do not deliver a loan 
commitment as herein described.* In the event you do deliver such com- 
mitment, this deposit will be credited against the commissions due you 
in accordance with our agreement. *and within the authorized time limit 
ve agree to pay you a total brokerage fee of 1.5 % of the amount of the 
“40h loan commitment delivered to us, which substantially conforms to 
the terms and conditions set forth hereinabove, and/or any loan commit- 
ment accepted by us. Upon delivery of any commitment as aforesaid, 
THE GOOD FAITH DEPOSIT may be credited by you towards your total 
fee and the balance of your total fee, if any, shall thereupon become due 
and payable ,at. the time of final approval. 


We undevstand that any lending institution financing or offering to finance our loan 
request may be interested in financing other projects in which we are directly or in- 
directly involved. Therefore, we agree to pay you a fee as designated in paragraph 
9(b), in the event that any such lending institution extends financing within thirty-six 
months of the date hereof, to us, or to any individual, company or corporation with 
which we or any of our associates, principals, affiliates, and/or subsidiaries have a 
direct or indirect association. 


GOVERNING LAWS: The parties agree that the terms and conditions of this agree- 
ment shall be construed and governed by the laws of the State of New York, and 
acknowledge that they have read this Agreement before signing it, and have received 
an exact copy thereof, 


Title: Executive Vicg~ President 


Dated: Match 27, 


‘ 
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RE: Melia Apgar 


Isla Verac. 


SUBMISSION CHECKLIST. 
(X) = Items Still Required 


Plot plan showing site and surrounding streets or highway s 


Typical apartment plan for each type of apartment showin 


Outline specifications 


Two street maps of city - 
: Mark one map with site, rent comparab 


° 


““Yypical floor plan (Key Plan) or rental plan if commercial 


les and other 


points of interest, including downtown area 


Two acrial photos - 


Mark one photo with street listings, designation of 
“North, points of interest, major buildings, etc. 


Specific address of subject property ~ 


Site description 


Area and neighborhood description 


gait 


EV 458 


t 
Puerto Rico 


g net leaseable area of each 


Schedule of income from rents and all other sources including parking, recreation etc. 


Itemized expenses (including RE tax details) 


Rent & Sales comparables (three) - 


Must include name of development, address, number of units 
age, distance to subject, apartment type, area of each 
apartment type, monthly rental, rental per square foot, 
amenitites and recreational facilities and comments of locas 


“ tion, etc. 


Itemized cost of construction 


improvement costs, actual land costs, and actual cash equitie 


Rendering and elevations 


Architect's area caiculat 


etc. showing all the components, from net leasea 


Authorization (attached) with 


List of sponsors and resumes of their previous real estate activity 


Financial statements of principals and/or guarantors 


Financial statements of applicant mortgagor corporation or entity 


MAI Appraisal or Feasibility Study 


, including Architects and Engineers, on and off-site 
s in the job to date 


ions of building, core areas, public and recreational areas 
bie area to gross building area 


required. refundable GOOD FAITH DEPOSIT 


‘ ? 
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ae peas Basic Equities & DEVELOPMENT Corp, 
Payment on behalf of! o. Ge BOM Fane No. 1560 
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APARTOTEL MANAGEMENT Corp. - 
NEW YORK, N.Y. 
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/ : INCORPORATED 


Established 1879 = Members New York Stock Exchange, Inc. and other Principal Exchanges 


140 Broadwa . tlew York, N.Y. 10005 (212) 437-2121 


April 28, 1972 


Mr. Jack Berger 
Melia Properties 
30 E. 42nd Street 
Sth. ELooxr 

New York, New York 


Re: Melia Apartotel 
Isla Verde, Puerto Rico 


Dear Jack: 


In all the excitement of the past couple of weeks 
regarding the active interest in the Melia project, I 
neglected to notice that I had run out of authorization 
time on April 24th. ea ape Creer ion wee ey 


As you know, I initially requested a 45-60 day author- 
ization, and agreed to reducing it to 30 days with the 
understanding that if I did have definite preliminary 
institutional interest in a loan package, that the author- 
ization would obvicusly be extended through the time 
required for committee or Trustee approval and delivery 
of the firm commitments. 


As I have explained to you this morning, such a sit- 
uation does actually exist, and our lending trust has 
completed its inspection of the site and its preliminary 
appraisal of the physical and economic data. The Trust 
is ready to proceed with a formal commitment-application, 
with specific amounts, terms and conditions to be spelled 
out at this time. I should have these details early next 
week. 
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Would you be good enough therefore to acknowledge 

i this situation in the space provided below, which will 

automatically extend the authorization for the time 
required for First Mortgage Investors/Median Mortgage 
Investors to obtain the required Trustee approval of 
your loan application. 


I thank you again for your confidence and coopera- 
tion and look forward to a wrap-up of the commitment 
within the next week or so. 


Best personal regards. 


Sincerely 


ae A Mii 
LK EL Le? VE ies 
Teonard Weed 4 Director 


National Mortgage Department 


LW/jb 
cc: Pedro Fullana 


AGREED & ACCEPTED 
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INCORPORATED 


Established 1879) Members New York Stock Lachange, Inc. and other Principal Exchanges 


140 Broadway, New York, N.Y. 10005 (212) 437-2121 


\PARTOTEL MELIA PUERTO RICO 


ate Highway 187 at the Ocean 
(Metropolitan San Juan) Puerto Rico 


eo) 


A proposed 627 unit condominium hotel (Apartotel) 
complex, with full hotel, resort, convention, and 
shopping facilities, to be built on the ocean in 

the prestigous Isla Verde area ‘of~greater San Juan, 
Puerto Rico. Sponsor and Manager will be the world 
famous Melia Organization ($26.0 million net worth), 
currently operating over 20 Hotels and Apartotels, 
: with over 5000 rooms, which has serviced over iS 

of million tourists to date, through its 75 travel 

agencies throughout the world. 


STANDBY AND/OR CONSTRUCTION FINANCING REQUESTED 


byaday a0 


$18,000,000 44% Over Prime 5 Years 
(Ininimum 10.25% interest) (including 24 mos.) 
Plus: 2% Commitment Fee construction 


APARTOTEL MELIA PUERTO RICO 


3 SUMM’.RY ' EV h6éy 


PROPERTY DESCRIPTION ; 627 Condominium Hotel efficiencies, with 
full resort hotel services and facilities 
including convention halls accomodating 
Over 3600 persons, restaurants, cocktail 
lounges, cafeterias and coffee shops, 
night club, commercial and retail space, 
parking for over 630 cars, pool & recre- 
ation area, etc,, ali encompassed within 
a three wing structure ranging from four 
te eleven stories in height, with over 
709,000 sq. ft. of gross building area, 


LAND AREA 


210,896 sq. ft. of beach fro property 

(4.79 acres) located in the heart of 

prestigious Isla Verde, minutes ‘rom the 

v ’ El San Juan, Americana, and Racquet Club 
Hotels, and only 5 minutes from the 
International Airport. Current valuation 
is $4,450,000 with $3,450,000 actually 
expended to date. 

TOTAL SELL-OUT $24.0 million as an Apartotel (appraised 
valuations range upward to $25.3 million). 


TOTAL COST 


$20.0 million 


ESTIMATED PROFIT : $4.0 million 
(and cushion for 
construction overages) 


PERMANENT MORTGAGE 


End Loans will be made by local savings & 
loan's in an amount Yanging to $18.0 
million at 75-80% of Purchase Price, for 
25 year terms, with interest and discount 
at the market at time of closing. 

CURRENT STATUS Design Plans & Specifications are completed, 
zoning and use have been approved by the 
Puerte Rico Planning Boar@, the Department 
of Tourism has given its favorable endorse- 
Ment, and the Ccmmonwealth has granted the 
various real estate and incore tax exemp-’ 
tions an@ abatements. The project is ready 
for bidding and construction, which is 
estimated to be completed in 24 to 30 

months fron the start. 


ARCHITECTS & 


NGINEERS Capacete & Marten, San Juan, Puerto Rico 


GENEPAL CONTRACTOR Will be one of the major Southern Florida 
or Carribean builders, financially respon- 
Sible and bendable, such as Rexatch Construc- 


tion. 


Pe REIS A IER 
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Tnere is no question that in the international 
hotel field Mel 


Melia has achieved an outstanding 
of development, operation, and orderly 
growth, and that it ranks in the same 
well known 


~~ 


record 
league as 


Hilton International, & Inter- 
continental & Sonesta chain- 


More about the Melia Organization follows. 


the 
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oie KE PLICANT The applicant will be Inmobiliria Melia de Puerto 


ee 


‘ Rico, Inc., a Puerto Rican corporation, the assets 
of which are essentially the subjecet property and 
Cevelopment costs to date, Over $2 million cash equity ¢ 
date, 
Vaas PRINCLEALS .s Sponsors Net Worth Current Assets Total Asset 
abeah ithe SSR Maes cot pa sh caetatad Aa le ead ~Se~ 
Jose Melia,Sr. $13,501,000 (not shown) $14,252,900 
(38%) 


Basic Equities 
& Development 4,545,000 $3,341,000 35,616,000 
Corp. (50%) 


Pedro Fullana _—1, 531,000 186,000 1,862,00¢ 
(122) 
*arinsoneer sets enhanc alencennssesilnansea cl alah 
Totals: $19,577,000 $3,521,,000 $51,730,009 
GCUAPRANTORS : In addition to the corporate guarantee, there will be 


the pro-rata personal guaranty of Mr. Pedro Fullana, 
Chairman of Fidelity Bond «& Mortgage Company of Puerto 
Rico, and the joint and several guarantees of Mr. & 
Mrs. Jose Melia, Sr. Jose Melia is Chairman of the 
Melia Group of Companies, which has a net worth in 
excess of $26 million, current assets of over $13 
Million, and total assets of ever $51. militon. 


SSSNSOR 4! 

NANAGER : The project will be Geveloped by, and later managed 
by the Melia Organization, which since 1954 has built 
and managed a chain of over 20 luxury hotel, motel, 
and apartotel installations, with over 5000 rooms 
available. 


Note particularly that Melia now represents the third 
largest travel agency in the world, and as such will 

have available a vast reservoir of tourist and vacatione:r 
referrals for their Proposed Melia Apartotel in Puerto 
Rico, 


At the present time, Melia also has projects .in the 
design or construction Stages in Paris, London, and 

in Mexico City, capulco, Encinada in Mexico, with 
four others designated for the more important tourist, 
or vacation cities in Venezuela. In June of 1972 
Melia will take over the luxury resort hotels in San 
Jose de Purera, and in Cristobal Colon, both in Mexico. 


&s 


APPRATSED VALUATIONS 
sis LS aac wh Satinel Pahedioatt Alb pl 


per S.F. 
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sold separately 


$13,279,200 
9,019,800 
1,5°6 ,0CO 
195,060 
$24,000,000 


A) Pro-Forma as a pure condominium with all space 
eee SA a 

627) Efficiency units @ $21,178 average price 
160,396) S.F. connercial-retail ¢ convention @ $50 

502) Covered Garage Spaces @ $3,000 each 

130) Onen parking snaces G 51,500 aack 
a ci ml > a ee ee fan haibade EP oe aah 2 ae 

Total Seli-Out = Market Value: 


B) Pro-Forma as an Apartotel - With Ownership of efficiency units to 
, include Ownership of all commercial 
retail & convention areas & net income, 
eesti AA nh tL andnah MM ta: AM 
627) Efficiency Units~(@$21,178 average unit price) $13,279,200 
902) Covered garage spaces @ $3,000 each 1,506,000 
130) Oven parking spaces @ $1,500 each £95,000 
Selil-Outs: $14,980,200 


PLUS: 180,396 Sq. Ft. retail-food/beverage & hote 
Operation at assumed minimum net rental of 
$1,750 per unit, 

Or mF 972,500 vear " capitalized at 113% 


ud Me BIOs 
Fotal Cor 1aOMLALium Value: 


1 


5,375,000 
$24,955,200 
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) Pro-Forma as thouch apartments & commercial were rentals onlv 
nr Se a. cea tt ttn eee ee, 
627) Efficiency apartnent units @ $300 per month 
average rent S$ 2,257,206 
96) Sq. Ft. of net commercial leaseable area @$6.00 S.F. i 682,376 
02) Parki Q $25 per month 150 ,600 
eS POE Me sc cn oct a 
ital Income: $ 3,490,176 
Vacancy Reserve @ 5% 175,176 
tive Gross Income: 3,319,000 
Reserves 


$790,000 
nmercial ¢ er S.F. - 90,000. 


Garaaqes @ & Gro: “eee ONO = 2 910 7,000 
Se = _ 1 a 
net income raila : > ,405, Sooo 


tel Oneration 


rooms witnh.fulli notel & convention facilities 
ming 70% occupancy anda no ganbling casino) 


Revenue (@$19.40 per guest day) . $ 5,413,700 
Beverage - 4,060,206 
216,500 

189,500 

Income 256,000 

sig 135, 500. 


ty oO MY 


Cost of ie $1,440,000 
acl Costs 
Unallocated 4233, tiene 000 


Net income Available: > 2,780,900 
Capitalized @ 11% = Value: $25.3 Million 


DEVELOPMENT COSTS & MQUITIES 


General Contract (70C,757 Sq. Ft. GBA) ~ 712,570,009 
Site Work & Utility Connections 1€0 ,C00 
Architects-En¢'neers & Supervision 660,900 
Land at Cost (4.79 Acres) 3,450 ,C0G 
Direct Costs: OAC ATE ee 


910,000 ,U0U 


Mos.) $ 1,800,000 
540 ,0C0 


harges 100,000 

motion 700,000 

Sa ies ane 

TOTAL COST BUILT OUT: See 60 

Add: Develoners Profit & Contincency Reserves ,000 006 
TOTAL SELL GUY; 2 


sto 0Gu 


EQUITIES CURRENTLY IN THE JOB: 
ee i ee 


Land (Acquisition & charges to e) $1,450 ,000*% 

Architect «& Engineering 350,000 

Advertising & Promotion . 30,000 

Legal & Miscellaneous Costs : 50,000 ‘ 

Loan Fees & Deposits 50,000 

Tr SSR een inerany a eee are ad 
$1,920,000 


TONS TO COMPLETION: 


ee ee Eye Doe we rt 
S Pre t neserve 94,000, 000 
: siietrrsbaesden eae on ei 
aC 1¢ § bordinations: 5,930,000 
nc tt 


7 ee zs SO a ee i i 


Balance Requirea to Complete Job: $18,070,060 
Construction Loan Requested: $18,000,000 


*Current land fin rancing totals $2.0 million, of which $1.0 million , 
is with the Banco de Ponce. The balance of $1.0 million represents 
a Purchase Money Mortgage en by the Seller 


APARTOTEL, this new system which has had such succcss in Eurcpe, 
now coimes to Fuerto Rico. 

Located on a lovely tract with more than 1S0 meters of beach in the 
heurt of ie tourist area of Isla Verde near de San Jus meri 
Holiday fin hotels and only 5 minutes from the interna 
a magoificent modern structure is being built. Te will be called 


APARTOTEL MELIA PUERTO RICO. 


SPARTOTEL has 611 units furnished in the Cas d 
kitchenetic, and will bave the following ping arcad 
110 stores, travel avencies, Saunas, barber shops, beauty parlors, parking, 
, miht-club, snack bar, etc 


cafeteria, restaurant, cocktail Ic 


APARTOTEL MELIA PUERTO RICO also has the largest und most 

‘ly equipped Convention Hall in the Caribbean, with a capacity 
sons, simultancous translating equipment, [ tion room, 

closed TV circuit, print room, etc. @osides this magnaiticent hall, there 

are four others with a capacity for 400 cach and flenidility to divide thei 

in turn, depending on the needs of the moment, parkiag for 600 vehicles, 

spacious shopping areas and a lovely swimming pool next to the beach. 


——$————— -- — 
APARTOTEN 
woey ELIA PUERTO MICO” 
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THE CONCEPT OF "APARTOTEL" 


a ae coe eon 


Condominiums: 
Now you can buy 
partofahotel 


BUSINESS WEEK July 31, 1971 
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The newest wrinkles in condominiums are called “apartotels."” You can now 
buy part of a commercial hotel, for pleasure or for profit. As owner of one, 
two, Or more hotel units, plus a share of the common and public facilities, you 
can live in the hotel, lease your rooms, or allow the hotel management to let 
your rooms for you. You share in the over-all hotel revenues and costs of op- 
eration in proportion to your ov 
the rooms yourself. 
Melia, Inc., the Spanist 


ynership and according to how much you use 


1 travel agency and hotel operator, is currently selling 
apartotel units in the Melia Castilla, a 1,000-unit businessman's hotel in Ma- 
drid, and in the Melia Magaluf, in Mallorca. Rooms 


in the Metia Castilla range 
from $21,000 to $53,000, with 80% financing (at 7% interest) available. 
Apartotels under construction, or soon to be, are in Torremolinos and Ali- 


cante, in Spain, as well as in Paris, Mexico City, and Puerto Rico. Melia (30 E. 
42d St., New York,NY. 10017) has the details. 
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The Apartetel is an apartment building but at the same time is aluxury hotel. 
It is a buflding with an apartmert complex, each apartment properly fitted for 
oe 


apartment living; but under the apartment concept certain services are added to 


the complex of apartments like reception rooms, offices, conference rooms, 
\ 


‘ 


\ 
restaurants, bars, swimming pools, laundry facilities, domestic personnel, etc. 
\ 


These services are available for afl the owners and occupants of the apartments. 


These facilities are the common property of the apartotel owners or occupants. 


When an apariment at the apartotel is not occupied by its owner, then it is 
dedicated to the hotel aspect of the building. Apartotel, S.A., (Of the Hotel 
Melié Chain) takes care of the administration of the apartotel building and of the 
individual apartotel apartments when they are dedicated to the hotel operation; 


+f the owner thereof desires that the same be dedicated to hotel exploitation. 


the owner of an apartment in an opartotel building can either occupy 


vt 


Therefore, 


the same as an independent apariment and enjoy also the above mentioned services, 
‘,cluding the domestic pers s| of the apartotel, et But if tt ' 

including the domestic personnel of the apartotel, etc. ut if fhe owner so 
desircs, he can also live in this apartment as part of the hotel operation wherein he 


will receive all the hotel services. 


However, when an apartment is not occupied by the owner for any reason . 


viatzoever either because he is away on vacation or occupies the apartment only 
\ 
\ 
for a period of time; then it can be dedicated to the hotel operation. 


Page 2, 
From the very moment that the owner vacates his apartotel apartment until the 
very day of its occupancy by the owner, Apartotel, S.A., managing entity of the 


; ' ; 
apartotels, will take care of the conservation, management, etc., of the apartotel 


opartment, without impairing thereby in Gny manne whatsoever the Title to and 


trote] apartment. 


s governed by an Association of owners and hy the 


of each apartotel apartment. 
The necessary expenses for conservation and repairs of the building is shared by 
ell the co-owners of the different units distributed in proportion between the 


‘t type of individual apartments. These expenses are reflected in a loss 


and profit account. The Profits fo each apartotel owner results as a consequence 


of the operation of the apartment for hotel purposes. In order to compensate 


for the resulting fluctuation in the exploitation of the apartments as part of the 


hotel, the computation of benefits and losses is usually made by monthly periods 


althouch liguid:ton thereof is always made annually. 
=, 4 PA 


Operation of the group of apartotels dedicated to hotel purposes. is operated in 

such a manner that provided there is a percentage of occupancy enough to produce 
. = \ 

benefits and the owners thereof shall participate in such benefits in a certain 


proportion. In this manner competition between apartotel owners is avoided. 


There is an annual meeting of apaitotc! co-owners. In this meeting financial 


iven. The operation of the whole apartotcl is taken 


info consivcration, tH 5, including the expenses therefore incurred into, for 


paga 3, 


apartments which have not been dedicated to hotc! operations. If there are benefits, 
it is brought before the meeting the proposed distribution thercof. 
At present Melié has two apartotel buildings of the type heretofore described. 


They are: Torremar and Magaluf in Torremolinos and Palma de Mallorca. Soon the 
Y fo] 


e 


apartotel Melia Castilla, being built in Madrid, will be added to the same. The 
last building will be the largest hotel in Spain and one of the three largest in Europe 
g S i S| P 


and it will consist of 1,000 rooms . The Torremar and Magaluf buildings are ideal 
‘ 
for periodic vacations. The apartotel in Madrid will give { 
- \ 


\ 
the ordinary worries of regular apartment occupancy since they can avail themselves 


he owner frecdom from 


of the hotel services and also avoid the problem of having fo look for proper hotel 


\ 


ations. It is well known 1h , 


\ 


-) 


accommod obtaining proper hotel accommodations in the 


ies presents a real problem. 


Already the Melia Hotel chain is engaged in conversations to establish apartotels 


in other places and we believe thal soon we will weve apartoteis in Canary Islands, 


A e . e.e ° . . 1 
Acapulco, Mexico, and also in large cities such as Mexico City and Paris. Thus, we 


have explains 4 in general terms the meaning of the apartotel concept. 


-—— — BN 
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inder of the Melia Organization Luis Bonel, head of the Melia real e 
New York 


if apndtslye . ayes F 
hiembe Cie. The newest Melia division is based on aunique new concept... 


ne née APARTOTEL 


uN MIDSUMMER of this year, concept means that a buyer can, and affording instant translation 
Mr. Luis Bonel opened an office with a relatively small invest- from the speaker’s platform in 
at the real estate division of ment, become the owner of a eight languages, if required. In 
SLIA at 30 East 42nd onesie in fully and tastefully furnished iddition to this room (which has 
Nave York City, introducing an apartment, as well as a share- the incredible area without a 
exciting new concept in tent holder of a luxury hotel, in one single interrupting column of 
owner - real estate and hotel of asclected number of locations 13 845 sq. ft.) there are several 
operation—apartment ownership in various parts of the world. The smaller meeting and convention 
within a hotel—the “APARTO- suites are all equipped with a rooms totalling 8,810 sq. ft., and 
TEL”. The function of the new kitchenette and range in size special board rooms seating from 
office is to sell to New Yorkers from attractive studios up to 15 to 400 people. Clients can 
apartments in what will be a large multiple bedroom apart- also avail themselves of private 
number of APAR'TOTELS ments, office facilities and secretarial 
throughout the world. December 1970 sees the open- services. . 
a . ; ing in’ Madr of the third i 
Although this is a new idea in APARTOTEL, the totally air- These business guests, along 
the United States, the whan of conditioned MELIA CASTILLA. wiih the less harried tourist visi- 
the iahink ced which has ical In addition to being the newest tors, can also make purchases in 
peas = es Fe link in the chain, it will, in fact, any of the thirty shops, dine in 
MELIA, the parent company, be Western Europe’s hirgest de- one of two restaurants or a smart 
which is the fourth largest travel 


agency in the world as well as the 
largest hotel operator in Spain, 
has been a household name to 
discriminating travelers in the 
U.S. for the past 14 years. 
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November-December, 


luxe hotel, with the only spectal- pill room, and enjoy a choice of 
ly built facilities for conventions, ars and cocktail lounges or a 


REPRINT FROM THE SPAIN-U. S.C 


congresses, business or associa: night club. For daytime enter- 
tion meetings. [t will, fer exam- tainmenat (or pure recuperation 
ple, have Europe's largest hall for from these gala nighttime facili- 
conventions or banquets, sealing ties) there is a swimming pool, a 
This unique APARTOTEL 1,700 persons simullancously sauna, and a turkish bath, For 
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those who want to do or see any 
of the o. 
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t Casula in Madrid, 


a building containing private and 

independent efficiency apart- 

i At the same 

a luxury hotel, since 

APA ARTOTEL has all the 

al services of a luxury hotel 

serve all the occupants of the 

These services ore 

to everyone in the 

juilding. When the apartment is 

net occupied by its owner, he 

may choose to rent it through 

the management of the hotel, 

which is APARTOTEL, S.A. 

part of the Melia Hotel Chain. 
An APARTOTEL owner receive 

special membership in 

“Mela Club” which entitles him 

to 20% discount in any Mela 
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sixteen beautiful hotels through- 
out Spain and eight under con- 
struction -in Venezuela, Baia 
California (Mexico) and Moroc- 
co, as well as hotels under study 
in Tunisia and Irak. 


MELIA TOURS, one of the 
—— travel agencies in the 

vorid, has 47 branches in Spain, 
16 chroushsiut Euro ‘ii on 9 in 
the U.S. and Latin America, plus 
a comprehensive st He of 
agents and representatives all 
over the world. 

D. Jose Melia was 
awarded the 1970 
D'Oro, the European “Oscar” for 
Industry and Trade. This presen- 
tation to the Melia Organization 
marks the first time that a tourist 
concern won Italy’s distin- 
ward, which was estab- 

1960. “To recognize 
outstanding achievements ip pro- 
econo: 


recently 
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Today, Mr. Melia's sons, José MeliGé, Jr., and Francisco 


Melié work with him in the management of the Orqanization. Mr. Jos& 
9 g 


Mcli6, Jr., is the Director of the International Travel Agencies and Mr. 


Francisco Melié is the Director of the Hotel Chain and Real Estate 
enterprises of the Organization. Together with them collaborate 
the exec:'tives, technicians, attorneys and others which contribute their 


efforts for the benefit of the Organization. 
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HOTEL CHAIN 
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The activities of Viajes Meli&é gave rise to the need for the 
creation of a Hotel chain. 


oC 


In the year 1954 the first of the hotels was built in Palma de 
\ 
Mallorca under the name of Bahfa Palace Hotel. As a matter of fact, the 


: \ 

Hotel Bahfa Palace was the first luxury hotel installation in Mallorca and 
the largest hotel there. From this beginning Meli& has grown into the 
most important Spanish hotel chain, not only because of the number of 
hotels and the room count, but also because of their high quality. . 

The Melia hotels are strategically located with reference to 
the tourist trade. New additions have been made to the hotel chain. In 
December 1967 the Hotel Meclié Madrid was inaugurated with the assistance 
of the Government authorities and particularly the Ministry of Tourism. 

The Hote! Melia Madrid is the culmination of the Melia hotel chain. 

The hotel chain counts now 2,034 rooms. Further Melia is 

building in the capital of Spain the Apartotel Madrid Meli&é Castilla 
0 rooms which will increase the number of Lotel rooms 


Nith a hotel capacity of 2,214,820 rooms - occupants 


the Melia Hotel chain considers that even well known international hotel 


cliains do not exceed the above mentioned figure. \ 
S \ 
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All of this is directed from the main office of the Hotel chain 


which is located in Madrid at 72 General Mola Avenue. 


The following tabke shows the number of hotels, rating, location and room count. 


Palma de Mallorca 
Granada 
Cordoba 


deluxe 


“ 


Marbella(Costa del Sol) “ 


Torremolinos(" " 


Address 


vVionsefnor Palmer 


Sanivet 1 
ardines de la Victoria 


roans 
313 
222 
106 


24 
£0 


: #) 183 


RAACCA 


Hotel S S'ARGAMASSA Ibiza 108 
MOTEL MELIA CABALLO BLANCO Po.de Sta.Marfa loA 
MOTEL HELIA EL RIDALGO 


217 
56 
Valdepefas laA 54 


Palma de Mallorca 


130 units 
Torremolinos 


Wt* 


NITr 


HOTEL AGUA DUL ce 


Almerfa laA 
HOTEL MELIA MADRID 


80 
Madrid 


Princesa 27 250 


deluxe 


en 


APARTOTEL - Algarve Sewuive sagen nee ote ene T OR UG! 
APARTOTEL = Paris 
APARTOTEL = Mejico 
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Tho Molit ‘Organization consists of threa branches dedicated 


to specific activities and which ara: . 
The Travel Agencies 
The Hotel Chain 
The Real Estate Society. 


In the year 1947, and in Valencia, The Melia Trave! Agency 


commenced its operations and from then on starts the present development 
of the MeliG Organization. On the same date, Mr. Jos& Meli& created 


what later would become one of the Spanish enterprises that would 


\ 


\ 


contribute to the development of the tourist industry in Spain. 
\ 


Mr. Jos@ Melié through his efforts, in the short span of time 
between the years 1947 and 1964 developed "Viajes Meli&" into one of the 


main European travel agencies. At present "Viajes Meli&" is one of the most 


prominent in Europe and the most important one in Spoin. This last fact has 


been acknowledged by the Spanish Government which granted to "Viajes 


Molié" the first gold plaque for efforts related to the tourist industry in Spaine 


The success of the Melia Organization is due principally to the 
2 


venacity of Mr. José MeliG Sinisterra who, from the very beginning has 


manoged and adviced each and every one of the kaiteesiclu comprising the 


Organization. 


m 


“Mr. Melié acknowledges that hls numerous friend greatly contributed 


to his success and that of the Organization. 


MELIA TRAVEL AGENCIES 
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Spain today is a prominent nation in the tourist trade. The 
Meli& Organization, mainly through its Travel Agencies, has greatly 
contributed to this and has caused that the tourist trade from Europe and 
America be directed to Spain. The Meli& Organization and particularly 
The Meli& Travel Agencies which are the basis of the organization, is 
today universally known as it has served persens all over the world. The 
opinion of the people that Meli& has served and Melia's retention of said 
people as contlnuous clients Is the best evidence with referenca to the 
effectiveness of the MeliG Organization. 

The enterprise known as "Viajes Melia" (Meli& Travel Agencies) 
owns eighty-five "autopullmans" which cover the principal tourist circuits 


in Spain and Europe. It further owns over five hundred rental automobiles. 


Viajes Meli& has agencies in all the main cities of the world and 


correspondents all over the world. Tho Melia's offices outside of Spain are: 


FRANKFURT Meli& Grosse Backneinheimer 
Strasse, 54 


PUERTO RICO Meli& Wholesaler P.8.9153 Santurce 
LISBOA Viajes Melia PL. Rossio, 45-50 
PARIS ler. Voyages Meli&é 31, Av. de UOpéra 


PARIS ler. Voyages Meli&é 15, Rue d’Argenteuil 


kV 486 
Pago 2- 
os PARIS Sema. Voyages Mclié 143, Rue de Rennes 
% PARIS léeme. Voyages Melia 122, Av. Victor Hugo 
ROMA Melié Via del Corso, 241/242 
MEJICO-4 Viajes Melié MMadeid 23 (en. Parts) 
fe ¥ NEW YORK-36 | Meli& Tours Inc. 580, 5th Avenue 

CHICAGO-4 Meli@ Tours Inc. 224, South Michigan 
LOS ANGELES-48 Meli& Tours Inc. 6363, Wilshire Bld. 


BUENOS AIRES ~  Melié Wholesaler Corrientes, 465 
SAO PAULO Rua D.José de Barros, 152 
|  LONbRES Metié Travelling 12, Dover Street 
SAN JOSE DE 
COSTA RICA Melia Wholesaler Avenida 2 (Contiguo 
al Gallito comercial) 
In Spain, Viajes Mcli&, has its own offices in the main cities of Spain 
and they are centrally located in each one of the said cities. The main 
or principal offices of Viajes Meli& are located in Madrid, Spain ( Paseo 
del Rey 12); the central garage is alse located in Madrid. In the building 


where the latter is located, dwelling facilities were built for a large part 


of the 600 empleyees that Melié has in Spain. \\ 
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The offices of Viajes Melia in Spain are as follows: 


City 
Algeciras 
Alicante 
Barcelona-7 
Barcelona-1} 
Blanes 
Benidom 
Bilbao~] 
Calella 
Ceuta 


Cordoba 


Coruna (la) 
Cuenca 
Gijon 


Granada 


Las Palmas 
Leén 

Lloret de Mar 
Madrid-13 
Madrid=] 
Madrid-13 


Madrid-7 


Address | 
Alc&ézar de Toledo 4 

Explanada de Espata 5 

Paseo de Gracia, 6 

Avda. Generalfsimo Franco 588 
Avda.José Antonio 42 

Av .Martinez Alejo 3 

Gran Via 6 


eee 105 


Avda. 18 de Julio 12 


Gondomar 


: é \ 
Hotel Cordoba Palace 


Cantén Grande 2 

Pl. Generalfsimo 5 

C. Corrida 46 

Reyes Caislieos 30 

A. Ganivet 2 (Hotel Nevada) 
Bravo Murillo 11 

Gral, Franco,8 

Av, del Caudillo 5 ~ 

PI.Del Callao 3 

Goya 23 


Hotel Plaza (Edificio Espaia) 


Tel. 
671941 
213034 
2312407 
2282337 
330543 
360152 
216146 
392 
3408 
224269 
226380 
224432 
2221 
42765 
23098 
27400 
218843 
211563 
34069 
2311000 
2764537 


2479314 


Hotel Carlton(pasco do las Delicias 28) 2398100 


Pago 4 


Zaragoza : Coso 49 227018 
Madrid= 5 Marfa de Molina, ] 2610677 
Madrid-8. Paseo de la Florida 31 2475055 
Malaga Generalfsimo 1 y 3 211071 
Marbella | Avd.Ricardo Soriano s/n 823587 
Oviedo Uria 1_- Apartado 417 215068 
ibae-dis allore. Resee Gapertitsine 74 14006 
Hotel Bahfa Palace 32018 
Puerto de la Cruz  Jardfn del Hotel Valle Mar 
San Felié de 
Guixols Rambla Vidd 4 320635 
S, Sebastign Echaide 6 17946 


Sta,Cruz de | 
Tenerife Pilar 9 


Santander Paseo Pereda 23 222671 

Sevilla Avda.José Antonio 29 | 213450 
Queipo de Llano 38 226614 

ices C.Mayor, 45 1090. 


Tarragona Rambla Generalfsimo 3 
‘ 


Torrasa Calvo Sotelo 124-A 1879 


Torremolinos Carr.de Cadiz (Es. Giron) | 881516 
Tossa de Mar Fiechas Azules 16 | 

Valencia-3 (Sede Social) Paz 41 — 

Valladolid if Atrio de Santiago 2 


olicarpo Sanz 17 : 213604 


MELIA 


REAL ESTATE ORGANIZATION 


Cc t a er ae . . 
Since the construction of the hotels and apartments in Spain's 


. 1 FOneEt ) 5H tibed i, Se : wher ® 
tourist ZONOS, ond also outside of Spain, Acli& began to work in the Real 


Estate field with the organization of several enterprises which were to be 


eT ee Ope So ae eon peice Get ie ; cal rd ° 
engaged in this ty, - of business and grouped under the name of "Sociedad 


Se eS ren AA -¢ tt >< . eo. ° ° 
Inmobiliaria McliG". This is the most recent activity of the organization 


; re P ' ' : : ‘ 
but in spite of the short tims that the organization has been engaged in this 


activity it has become one ot the most impo 
ae H bate “tes anes i 
engaged in this busine period of three years to date. 


Melia has over 500,000 square meters of construction in first 
class buildings. Among the latter is the hotel MELIA-MADRID which under 
the operation called "“Operaci6én Princesa" is the third tallest 

adrid and consists of a luxury hotel, apartments, commercial areas, office 
areas and public parking areas. For its quality and int'atfations, this building 
is considered one of the best in Spain. 
orca) a residential complex has been built 
90 


id the building is known as Son Matias, which consists of 90 luxury apartments. 
wv f t 


ui 


The Meliés Aportotc!s are built by the several real estate organi zations 


grouped under the name of "Sociedades Inmobilicrias Me 116" . The apartotel 


idea represents a new and revolutionary concept in the accommodation of tourists 


end it has been successful not only in Spain but also in Europe, mainly because 


it couples the comfort of the large and luxury hotels, with the privacy of the 


~ 


apartment. The apartotel conception has surely changed the whole concept of 


the tourist accommodation, 


kee 
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Among the buildings built and managed by AdeliG ore the following: 
EDIFICIO SOL | Pas lens chev th 
EDIFICIO LA CALETA Palma de Malloreg 
EDIFICLO SON MATIAS 140 apartments Palma de Mallorca 
APARTOTEL MAGALUF 240 units Palma de Malloreg 
TORREMAR 171 units . Torremolinos 
HOTEL MELIA MADRID 250 rooms Madrid 
EDirF TIO PR INCESA apartments . Madrid 
EDIFICIO FRANCISCO SILVELA 99 aptmts. Madrid 
DAD GEN.MOLA 99 * Madrid 
COMUNIDAD ARAUCA 44 * 
COMUNIDAD TAMANACO 30 
COM. STA.MA AA RIA DE LJ A CABEZA 14 . 
COMUNIDAD ONESIMO RE ia. 
COMUNIDAD LOS GRANADOS 204 units 


CONJ. RESID. ARCO | 


COMUNIDAD S.LOREI 38 apts. 


COMMUN X4 IDAD \ {BE = \ST/ 60 apts. 


OTEL MELIA CASTILLA 1000 rooms Madrid 
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A catholic church is located in the Villamar Develop Ment, about a 
, ft 


milo fron the oppiiiscd property. A ecseeni school, the Colegio de la 


Piedad, which will eventually provide clementary and high sc suse riety n 

is located behind the catholic church. A protestant church, the First Union . 
Church, is located wigs ecient three mile s west of the appraised “property. 
This church also contains a private schoo! within its grounds. Another 
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OrivacC SCHOOL 15 located in-Vuntcde las Max Ge, APproOnmatlery wiree mile 
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from the appraised project. Public graded and high schools are available 
a fue eueiee ye coy 27Ce, 10ur) ‘les west of the appraised property. Two 
cemeteries are located two miles west of the project. 
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The Melia Condominium project lic adiacent to Sate Highway No, 187, 
this highway joins with State Highway No. 37, leadiag into Sancurce, and being 

eb eb ares as cic f.olz eee: Souths of the appraised property lies 
en “way 26, betcer known for its official name or Ba ‘uO oxrfoty de Castr 
& inoly the Airport State Rodd No, 26. Tis nignway connects 
hae the 65th Infancry Highway which from Rio Picdras Icads to te 
casters end of the island. Baldoxioty de Castro Avenue is a modern four 
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All electric services in Rico are pre= 


* Resources on ority, a government agency, 


‘Tel Iso supplied by overhead nes, the facility 
section by the Puerto Rico Telepnone 
ny, a eidivr seteside telephone intercsts. Nacer and sani- 
tary services are provided by the Pucrto ee Acquedect and Sewer 
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olice protection is provided in the Isla Verde area by the Puert« 
che San Juun area, 
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My penal ) 
AVE OLS: COVEL 
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Bene also to Isla Verde. A system of horse mot ited te gutiey 
mre Ocean Beach, The Puerto Rico Fire service provides fir 
tion, Several fire Tighting cngines a6e on duty at te airport, aie 
,o5 ure located in the Santurce areca, 
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GROWTH IN NUMBER OF VISITORS 10 | PUCRTO 
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PROTECT DESCRIPTION 


Moe ta pve Tpeeyee By ak ae és 
al to evalvmarc the Mca project as6 


eonmmereizl ares betas the general 
n mirtment owners. This method of 
condoniinium ownership, although not common ia Pucrto Rico, has neverthe- 
less been used by condominium developers in the Island. The appraised 
residential units have all the characteristics of eificicucy or studio apart- 


- = Hite pee eee ne Seen Wee ee os 
wk Gk ear bic MIcInLe CONVEYSION mMto 2 b cdroeom, 


ee.  Vestten za Warts ree at eee mp |e toy nae & ie eee is F. a 

a Riceucietre WA & Vliet COOK] XL ome See unit and & bathrooni. 

™ ea ‘ a a ay fe ena ee , - type pl : ay F VAP tes ner ae: 

Jarage space will be available for purchase at an additional price . 


The projected Melia Condominium will include 627 ctficiency (labeled 
iitectural prints) abartnients, as wellas different types 

the appraiser to tot2] 180, 396 square 
eet, Tnese areas inl rooms, kitchens, ballrooms, dining, room, 


bars, offices, lounges, newstands, stores, convention rooins, Ctc., Cte, 


oO 


) 


Poneto 
FOeORIS IT Heide 


of commercial arcas ¢ 


Bis | 


1, YO a Set 
of sixteeiy Sheets, \ sociates, architects 
and cngineers for Inmobiliaria Mchia LO} identificd as - Leia 
with no date shown ie i 


1970. Copy of these 
report, 


ee ee i Petlelgiecs fe z ~einet a0 ay ae ysinttiiy pa 
The projected building is a reinforced concrete structure, re esting 


: . ang aase ary : pee i PERE onl Bae. sae & oe 
on concrete piles.. The impr« ovements can be divided into three main wings, 
I 
ty} ‘ + ! ‘ = A eee Ke puaeites- 19 al eee ae 
duly inter-connected, Wing A will be cicven stories nigh, W1ng will be 
yee ead “ng tit HNP ER. AS 
eieht and wine C wiil be four. Wi ings A aru i neue contain diverse com 
ve 


mercial areas, as wellas 627 cificicncy apartments, While wing C contains 
commercial arces only. 


ne i ane ie gs Pe epee. SS 4 ge tetonge Sept Ve = 
The basement, covering most of the lot, contains porcini Le ities 
for 295 cars, ws “et ag storage, employees facilities, saops, mechanical 
equipment, maintenance ers cisterns and other service areas, 


ce first story in al ll thece wines will house diverse commercial 
: ein Waa sfri . Iw meat 

Ven, shops, offices, bar, grill, 

for 10+ cars. Corridors, gardems and 


VU 
at Se oe ees eet ge Fe my thie floor 
lobpies, terraces and a swimming poo: are also located in this floor. 


CP a eeu epy es a tipeae RA wtatiwe wae ervetiakcrd rates te 
The sccoud siox y contains some residential units in wing A and 
MES SUCN 2S alccien eri convention room, mectmng 


. te eee pe 
12 end SCluieecs iw ing Ss 5 ane oF 


The third and fourth floors contain residential units in wings A 

ES ae " qiteas wpe wen wes r ene an : wee 

and b, wha co mmercia! Wits SECM as tue Oxintin YE OGE, projection room, 
lobby, etc. ae roof section of wing C contains parking facilities for 


P ‘ 
1350 automobile 


Floors 5 to ll in wing A, and 5 to 8 in wing B wil! contain resi{- 
dential units. , 
A tabulation of the project facilities indicate the following uses: 


Level Wine A Wing B Wing C 


Basement Serviee\Areas  Undex. All Wings 
Ground Floor Com mercial and Service Areas 

Frist Floor | (no such floor lAbeled in the project) 

Second Floor 14 Apts ; Commercial Commercial 
Third Floor _ Sl Apts os 44 Apts. Commercial 
Fourth Floor ol Apts | : 44 Apts Commercial 
Fifth Floor 51 Apts 44 Ants nent raee 
Sixth Floor 51 Apts 44 Ants Seek 6 a ee 
Seventh Floor ol Apts 1 : 44 Apis nl de sale at 
Fighth Floor 43 Apts — 44'Apts + eee 
Ninth Floor ~~ 21 Apts’ : bine fee Se 
Tenth Floor es a weneee wnenene 


_ 


E’-venth Flooc - 9 Apts se oe “ 


Total 363 Apts 


Grand Total «-+-"------ 627 Apts 


HOTEL REGISTRATION IN PUERTO Rico 


FISCAL YEARS JUNE 30, 1955-69 


Yoar-by-yaar Poraent 
Fiscal Total Sen of rooms 
wt Bh... Registrations Humber Ratio Rented 
1954-55 94,316 74.0% 
1955-56 105,310 10,994 11.7% 72.8 
1956-57 | . 109,548 . 4 , 238 4.0 73.5 
1957-58 125,103 15,555 14.2 745% 
1958-59 166,216 41,113 32.9 73,4 
1959-60 207 , 368 41,152 24.8 81,6 
1960-61 220,586 . 13,218 6.4 76,7 , 
1961-62 257,099 36,513 16.6 73.9 
+ 1962-63 280,508 23,409 9.1 69.3 
1963-64 © —-———- 347,754 67,246 24.0° 64,7 
1964-65 387, 287 39,533 11.4 74.3 
1965-66 443,722 56,435 14.6 ah ; 
1966-67 469,127 25,405 5.7 73.6 
1967-68 546,176 77,049 16.4 De 
1968-69 569,335 ° 23,159 4,2 77.6 


Source! Puerto Rico Planning Board, Economic Indices Section 


| \ 
° * ‘ \ . - 
The above tabulations show that for the past fifteen years each year waa 
4 \ o 
batter than the year before in teyma of tourfot traffic and in hotel registras 


tions recorded, The development has been steadily on the rise at an accelerates 
\ 


ing pace. The Puerto Rico Planning Board hag not yet published the data aa fo 
o ¢ 7 


information obtained from an authentic 


number of visitors for fiscal 1968-695 but 
\ 


source indicates that the trend has somewhat declined through fiscal 1968-69, 


With the influx of tourists and the rloing tide of passenger arrivals, the 


hotel industry has of course thrived over the years, the extent of which ta 
. . t a . . . 


\ revealed by the following table. = . seo : om 
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OCCUPANCIES OF SAN JUAN HOTELS . EV 509 
‘ Daily 

Percentage Averaga 

Fiacal : Total af rooms Numbar of 
int EE Repistratlona io PRE SE... an SOSES 
1954-55 , 94,316 74.0% 1,006 
1955-56 105,310 72.8 1,084 
1956-57 109 548 73.5 1,163 
1957-58 125,103 Tees 1,480 
a 1958-59 166,216 73.4 1,974 
“x 1959-60 207,368 81.6 2,683 
1960-61 220,586 76.7 2,763 
1961-62 255,993 7359 3,184 
_ 1962-63 280,508 “ 69.3 3,484 
1963-64 347,754 63.7. 4,641 
1964-65 387,495 ., re. 5,786 
1965-66 “443,722 om Peet 6,480 
1966-67 469,127 73.6 6,860 
1967-68 546,176 77.5 8,257 
1968-69 569,335 47.6 : §,318 

Sourea: Puecto Rice Planning Board, Bureau of Economica and 
Statistics, Diviston of Statiotics, Economic 
Indices Section. 

Prom the above tabulation it may be ecen that the occupancies in San Juan 
hotela climbed from 74.0 in fiscal 1954-55 to a high af 81.6% in 1959-60. They 
dropped off for the aubsequent four yeara, and in fiecal 1964-65 they again 
began to climb, reaching a level of 77.4% in fiecal 1965-66. 
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According to the Laventhol Krekstein Horwath & Horwath atudics, 


g 
ry \ mse ¢ ra e 
aro published annually in the house organ "rhe Accountant", the first-class 
‘ 


4 
\ 


beach hotels in San Juan have conststently attained occupanctea that averéz2 


q : al * 
several percentage points above the group tneluded in the Government 6tatis- 


tical compilationa, aa indicated by the following comparison: 


First-class beach hotels 


-els included in government 


f 
compilation : N.A. Vier 73.6 T1s& 


From the above comparison, it is evident that compared with Puerto Rico 


hotels in general the business has been much better in the first~-c 


: : 
righer occupanetes, but aiso sustain higher room 


ca 3 
ba & 


rates. . 


It is also significant that, according to these studies, average rooz rates 


_ fer the beach hotels have been rising each year, for the past several years. In 
fact, : 1969 the room sales for that group showed an increase over those ef 19: 
in spite of a decreased occupancy, traceabla to the spring and sumner quarters. 

: The group of San Juan tourist hotels included in the government compilatics 


for the last nine fiscal yeare ending June 30, (1959-63) were as follows: 


hey 507 
The published rates of the ftmportent ftrat class benchfront hotela for the 


season ts as follows: 


Double 


eae & gag i an | 


Amertcana 4 , : 2460 
Carfbe Hilton be: : 60 
Condado Beach . §0 
El San Juan , 60 
Holiday Inn 5 : . 43 
La Concha , 60 
Puerto Rico Sheraton 60 
San Jerénimo 60 
Projected winter rates 
for proposed hotel 

From the above compartson Lt may be seen that the proposed hotel will have 
winter rates th are somewhat lower than those of the otver significant beach- 
front hotel he San Juan area, 

The ive competitive position of the proposed new hotel with respect 
to the anticipated room rates is best erstood by a comparison of its projecte- 
regular rate structure with those of other medern beechfront hotels in Sen Juan. 

the fiscal year 1969-70 
ssengers, which was only 
4 tenths of one per cent less than the number handled tn 1968-69 for the same 
perfod (3 menths) hree major air carriers to Puerto Rico from the matne- 
land are Pan American, Easte ind Trans Caribbean. The major airlines predict 
, 4 ‘ 
° 


annual increases in passenger traffic from 8% to 10% in the inmediate future. 


Moreover, with the 460-passenger jete already put {nto service by one of the 
\ 


major carv:ers with probable reductions in fares, the {ncreasea could be even 
greater than those projected fer the next two or three years. 

The Puerto Rico Economie Development Administration is becoming increasins.. 
aware of the {mportance of tourlam to the {gland'a economy. Tourism 3: motions. 


. 
Tae 


efforts are being intensified by providing tnereaning budgeta for the additie 
| kee 17 


\ ) 


KV 508 


\ 


\ 
extoting markets and the exploftations af new onca, MNereover, 
: \ 
made a nubatantial approprfatf{on to cover the cost of an ex- 


\ 


penetration af 


rrA 


the Lis {fn 1967 


c 


haustive study of Rico touriem in all its aspecta and to provide a model 


Puerto Ric 


\ 


for the future development of the tourist industry. Ona of the conclustons 


reached by the study group wag the establishment, by 1980, of 25,000 additional 


hotel rooms of which 12,000 ghould be constructed at an accelerated pace to reach 


“Shy completion by 1975. At the present t known to us hotel projects, (exclusive 


of thia proposed hotel) in the early development stages, comprise a total of 


.9,900 rooma in approximately sixteen (16) new projects and/or expanatons. With 


the culmination of this project and assuming that these other projects will 


materLaltze the new planned facilities would approximate 80% of the immediately 


required hotel rooms and 1/4 of the destred goal for the 1980's, as indicated in 


the Stanford Research Institute report, 
| 


Only seven of the known planned facilities will, ££ culminated, contain a 


' 
j . 


comparable number of guests rooms as projected for thie development, The 16 
known planned facilities would be dietributed ag to seize, aa follows: 


Under 500 rooms 


Number of Primary 700 roomg 
projects projects Expansions or more 
7 5,750 
5 1,050 
Pa t 
+ 4 3,070 
~\ . 
™“. 

The large hoteles with casinos have extensive restaurant and entertaining 
facilities, including a diversity of dining rooms and night cluba, all operated 
under expensive floor shows and orchestras. This has made dining costs in 
San Juan hotels extremely expensive which in turn has drawn harsh critictem 

es 
from various sources, similar to the complaints as to room rates, 
‘eee The proposed hotel expects to maintain its food and beverage operation 


simple, which ia one of the biggest factors adversely affecting the house 


n operation under the group 


profit of most first class touriet hotels. With 4 


18 


BY 509 


4 


fzatton, thenter controls could be exercised ove 


management ol L 


tha food department, permitting a mare nal operation to become profitatle. Tre 


menu price Gotructire phould be at the miluismum competitive level ard shoule 


a receptive market in the class of gucsts it hopes to attract, including srectat 


group packages. 


The Commonwealth Senate Commerce and Industry Comnuittee releagad a special 


report in 1967 on the tourist inaustry in which it made specific recommence® 


Included in its report is a major reconmendation-to establish a cabinet-lew 


Cepartmenct of Tourisa i 


ve) 


agency to promote and regulate tourism. At present the 


Feonomic Development Administration. Together with the decestra- 


an arm of the 


lization of this activity, the committee also recommends 4 substantial inczease 


n the annual promotion budget. : proposed increase would represent 


five times the current budget for tourism promotion. , 


The government is looking to the future of tourism as a material factse in 


its economic development program. 


Based upon the concerted efforts being made from all dl ections to tssst 
the tourist traffic cto the island, and also on the optimism displayed by <se 
. , t é 


{ty and other Government arencies, there 16 ever; 
1 


reason to expect that the rising t-end will continue into the future in tne 


in general economic conditions, 


pes} 


absence of any unforeseen adverse change 


the past three years the number of visitors has shown an annual average -% 


er 
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crease of about 15% over the year before, During that pertod, the fi 


' 


beachfront hotels have sustained occupancies of about 80%, and if the trece ic 
‘ it will take only two or three years for an actzal 


traffic volune continues 


} c , - fa s pa% 
shortage in beachfront rooms to occur, és of June 30, 1968, there were § +03 


tourist hotels rooms {n San Juan, and the average occupancy of all 
in the upper seventies and in the upper efghttes for the first-class beacncres= 
Luxury hotels {n San Juan. : 
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June 13, 1972 
cout 
uae Jonn de Saint Phalle 
FROM: Leonard Wilkes : 

On Thursday, June 8th, I met with Martin Cohen and Pedro 
Fullana {princivals ) and with Clyde Framd and Neil Montilla 
(of theo BOSS Corporation == Originating mertgage banker) 
and ww (of First Mortgage Investors -- the con- 

S Seciers at the reqional offices of FMI in 

c meeting was called for the burpose of 

e formal application fer comnaitment and the 

t: -009 Good Faith Deposit to PMI. In this 

i un 00 Good Faith Deposit was being transferred 
£ i ak Pag na account, which is an ex ception 

é r gene ating procedure, but a necessary expedient 

an this peck edie case. 

When the subject of additional personal and corporate 
guarantees came up there was resistance on the part of Pedro 
Fullana who now séekchimsolf as the sole personal guarantor 
On the hook for $19.0 million, . Ye takas this position due te 
the joint and several nature of the personal guarantee plus 
the fact that the Melia personal guarantee is for the most 
part academic, since his assets are frozen in Spain. 


Fullana 


action in 
the Marles 
un peies ng 
Fullana rigs 


Since 
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was no way 


time 
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Properties jointly and sev 


the bag, 
net worth 
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surance 
in which 


mind, 
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the 


apparently 


gS 


triggered a similar re- 


since he sees himself pledging 


srally, and possibly ending 
ys i a 


Since Melia assets are blocked and 
is ally an infhated paper figure, 
princi; resent were 


both looking to the 
there 
the 


aninaful cross 


guaranteas, 
ion could 


be compieted at 


ee, 
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HY Q me the next day in Puerto Rico 
eee with that a possible solution would be a 
eal ag Bb hard gquaranteo comprising irrevocable U.S 
f Lt. This, plus the $2.0 million of 
1 the job constitutes over 252 of the 
and in my viewpoint is much more 
the previous paper guarant i Sao mba I 
bercns peoole, the PMI a presen- 
nt Callantine of the FHI, oral Reb les office 
and all appear to ded that it would answer 
insofar aS guarantees are concerned. I am 
“ficial OK from FMI before getting everyone 
ince even the issuing of a bank letter of credit would 
remely time consuming for Melia, Martin Cohen has agreed 
sh ll, and will accept certain cross 
from Melia. In all ee thi 
has been del rocessing 
I two OF ‘thre and hopefully 
nable us 


to deliver a firm comnitme che next 30- 
S. Our fee will be deemed to have at that time 
3 2stion whether we can realistically 
ne actual closing and funding of the 
Ss 6évent, we can book earned incone 
eivable for the total amount Of OuL 
Mibiion): { 
} f | 
: LIV 
Leonard Wilkes 


AS a sequcl to the above however, Martin Cohen invited me 
to visit his Basic Equities offices in San Juan for the purpose 
of picking up two more cases. I met with his people on Friday 
and came away with the Housing Investment Building in Hato Rey, 
now ready & $7.5 million permanent, and the Lincoln Office 
Building sO Rey how ready for a $2.5 million permanent. 
These two are to be acecd' toe the M aM Building in Rio Piedras 
which Marty gave me ‘last week and is a 3 os Ts 
ermanent. in addition, he is having his. It 
financing opportunities on the Alma Duilding and the Malco . 
Building, both of which are ready for $3.0 million permanent 


financing. 


As you can see, we have an opportunity here to restructure a gocé 
portion of the Basic Equities POrELOLIO. Mr. Cohen would also 
like us to view the Basic Equities holdings with the possibilit; 
in mind that some other type of public or private or corporate 


financing might be available either now or sometime down the roc:. 
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Established 1879 Members New Yors Stock Exchange, Inc. and other Princioal Exchanges 
' ? 8 


140 nea New York, N.Y, 10005 (212) 437-2121 
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June 26, 1972 


Inmobiliaria Melia de Puerte Rico, Ine. 
Pan American Building ; 
Kato Rey, Puerto Rico 
\ Re: Melia Anartotel 
: Isla Verde, Puerto Rico 
Gentlemen: 
In accordance with your instructions, we are proceedinc 
zs é ft ae 
with the formal application to Pirst Mortgage Investors EnEOuS: 
the Berens Mortgage Bankers, Inc. of San Juan, on the foliowins 
basis: : 
Loan Amount : 7i9.0..Million 
Interest Rate : 44% over prime floating 
Loan Term : 24 months plus two six-month 
Lenders Fees : 
Loan Guarantees ; The loan will be guaranteed by: 
: a lien on the subject propert:; 
by the applicent core= 
Seo aa Ae a re ee 
Oration, and by 51.5 million cz 
Irrevocable U.S. bank letter cf 
Syedit, to run for the sama ter 


as the construction loan. 


aR AN 


yes 
ie SR ae i i } 


SOO ceecersccvees 


110 Gan : 


n the interest > expediency, we have returned to the 
VaLLOUSs Makers, the £50 0 Good faith Deposit originally 
penderes tO Paine, Webber v terms of our Application 

ConmLtment dated March 2 This is to be exchancsed 
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October 23, 1972 


Mr. Jack H. Berger, Executive Vice-President 
Apartotel Management Corp. <-- Melia Hotels 
30 East 42nd Street 


New York, New York 10017 


Dear Jack: 


Teer 


Although we were all quite disappointed with FNI's 

we were pleased ¥e sabe that you have a deal with 

know, we submitte d the Melia Apartotel financing appl 
oe Soe of our covering is enclosed. Similar 
to the Chase Man 


Under the various provisions of our contract, we will be entitled to our 
full fee iA you receive a commitment from HIC even without any further Kelp 
from us, since the direct negotiations were conducted while under active 
pera end to us, end with a lender to whom we had already submittec. 
Nevertheless, we oelieve tnat we can be quite helpful to you in gettizs the 
deal through HIC, and we would like to pitch in right away, continue tc do 
what you will be paying us for, and expedite the closing of a success. 
financing. 


+4 In accordance with our telephone conversation of October 1 1972, 
enclosing three checks in the total amount of $50,000.00 drawn by Berezxs 
to the accounts of your respective pri i a which represent a return of 


your good faith deposit with Berens/FMI 


a e is no question that in a case as large and complex as this one, 
every bit of ammunition and expertise should be used, and we feel that we 
sh oF be brought up to date on the status of your weectiaiieas with sic 
S0 Diet we can use our efforts to your best advantage, I may have men- 


Chase, and only e few weeks uso concluded Las j j ith them 
for one of our national clients. 
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Mr. Leonard Wilkes, Director 

tment 

Paine Webber Jackson & Curtis, Ine. 

140 Broadway i 
New York, N. Y. 10005 


National 
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Dear Leonard: 
We have received your letter of October 23rd. We cannot agree with its i 
content or conclusions and, after having read all of the relevant docu- 


ments, we must advise you that we deny your claim for a Finder's Fee. 


. 


Before we met you, we had already contacted The Chase Manhattan Bank 
for a mortg -ionshi i sulted in the cur- 
rent mortg did you advise us that 
. you were seeki £ from Ciiase or any of its affiliates. We 
zd should also like to point out, before closing, that the mortgage comnit- 
nent is not su i 
signed with y 


o the applicition for comnitment 
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Mr. John Yates, President 
Rousing Investzent Corporation 
; Ponce ce Leon & Munoz Rivera Avenues 
Hato Rey, Puerto Rico 
; Re: Melie Avartotel 
Isla Verde, Puerto Rico 
Z 
Dear Mr. Yates: 
Wi unierstand from our clients, the sponsors of the proposed Melia 
Ap i i negotiations with you for 
its construction and end-loan financing. 
4 
es ; We have already advised our clients, including Mr. Pedro Fullana, 
of the fact that these negotiations were conducted while under exclu- 
a Sive authorization to Paine, Webber, Jackson & Curtis, end with a lender 
€ to whom we hed made a formal submission ourselves. Please note a copy 
of our April 12th submission letter. 
We ere notifying all perties concerned that in accordance with our 
exclusive authorization, our full commission will be deezed to have been 
earned by us, regardless of the fact that the financing may have been 
negotiated directly between the principals and the lender, 
We are confident that you will also recognize our position, particu- 
larly since we submitted this appiicetion directly to your attention on 
April 12, 1972, and never withdrew it c’bsequently. We similarly made 
formal application to the Chase Manhattan Bank both in New York and in 
San Juan through Mr. Roland Peracca. 
In our long experience with lending institutions we hav always coze 
Ss ra 


to rely on their support i tecting 8 brokers 
we hepe that you also will recognize our prior iclai 


metter 


legitimate interest, 
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November 22, 1972 


Mr. Jack Berger, Exec. V.P. 
Melia P S 


‘clia Properties-Tne Melia Group 
30 E. end Street 


15th Floor 
New York, New York 


as Cd e 

Re: Melia Apvartotel 
pee eee EA ee OOS 
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dan Juan, Puerto Rico 


The enclosed is a copy of a letter from our counsel in 
wee + * “4 Daw ay 


response to trwin Rosenthal's comments regarding our brokerage 
ei eaehion in the proposed Melia Apartotel. I am certain that 
Irwin will apprise Martin Cohen of Jud's comments 


In view of our counsel's strong feeling on the subject and 
our long yeers of experience and knowledge as to the customs and 
usege in our industry, there is no question in our minds that 


our fee has been earned, and we are accordingly enclosing our 
invoice in the amount of $270,000 representing our earned commission, 


now due and payable. 


As you know, we are all suxicus fcr an amicable resolution of 
this matter, anc look forward to a long and continuing relationship 
between the various parties involved. 


Sincerely 
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Attention: Mr. Jack H. Berger, 
Executive Vice President 


In accordance with agreement dated 
March 24, 1972: 9270 ,000 


erates Wace omen AD 


Payable Upon Presentation 
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212-437-2114 
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August 11, 1972 


Mr. Donald E, Grey, 
Regicaal Vice Be cieae 
Yirst Mortgese Investors 
9300 South Dadelend Biva, 
Sulte 207 

Miami, Florida 33156 


Re: e228 Lia Apertotel 


sla Verde, Puerto Rico 
Dear Don: 


In the interest o 
quested by ifeil Mo ntil 
the proposed Molie ipe. 
Berens in Puerto Rico 


saving precious time I an sending the report re- 
concerning the sales ena marketing program for 
el, directly to your attention with copies to 


ed Real Estate 


es 


The project will be marketed through Melia Licens 
Urlices located in tew York City, San Juan, Mexico Cit » Francfurt, f 
Panana City, Paris, London, and Medrid, Insefar as sales within the ® 
U.S. are concerned, the atterine % will be registered with the SEC, and! 
with the various state authorities in which sales are expected to be 


made, 
It should be mentinned thet this distribution network has been erm nently 

Successful in rmarketine Previous Melia Apartotels. I am told by Mr. Jack 

ie pie who representa iui ay in the Western Hemisphere that his New York 


felia seles office has a 
"3 1a rtotés 
cants for 


Abi 


backlog of over 201 requests from cither present 
locations, or fron p previously disappointed appli- 
that vere sold out. The problem as Melia sees it 
1 : ent. inventory to sel] = there seems to be no 
Shortage of interested buyers throughout their international network. 


is one of 


ers anticipate that approximately 33 1/3% to hos of the invest- 
ment units will be sold in } Puerto Rico, with an egual amount sold in najor 
northeastern U.S. cities and the balance sold in ssl It might be inter- 
esting to note that the Melia Nedrid Anartotel of approximately 1,006 reoors 
was 65:5 sold prier to completion of construction, oie the balance corpletely 


601d out theee months fron the erand opening. ‘The Melia Madrid Avertotel has 
been a resounding success, and started chowing profits and paying dividends 
fron the very first year of operations, which is unheard of in the hotel 


industry. 


coufess 


The anticipated finnncing prorran will eall for down payments of 
20% of the sales price with the balance to be financed by local banks 
and Savings & Loans. The develoner will obtain sufficient end-loan 
conitments to cover the necessary financing required for the sale of 
the units. 


We trust that this will onswer your questions regarding the market~ 
ing propran and history of the Melia Sales Organization, end that we 
may be receiving the final Trustee approval before the end of the week. 


Sincerely 


Leonard Wilkes, Director 
National Mortgage Department 


4 


LY/Je 


ee WL Weble 


FIRST MORTGAGE ADWYWISORY CORPORATION 


INVESTMENT ADVISOR TO FIRST MORTGAGE INVESTORS 


9300 SOUTH DADELAND BOULEVARD - SUITE 207, MIAMI, FLORIDA 33156, (305) 666-5972 
DONALD E. GRAY, Regional Vice President 
(South Florida Caribbean Region) 


August 18, 1972 


Mr. Leonard Wilkes pe erm 
Paine, Webber, Jackson & Curtiss 

140 Broadway oo if 
New York, New York 10005 ql 


RE: Melia Marketing Program 
Dear Leonard: 


I'm sorry that neither von or myself were able to meet with you when 
you were in Miami this week. 


Upon review of the above referenced letter, it became readily apparent 
that much more detail ana verification of various claims would have to 
be made before this’ létter could be of- any use to us in determining the 
acceptability of the Borrower's market ting plan for this project. 


As a je to you, outlined below are the three areas which we look 
closely at to make our final determination: ; 


1. Marketability 
2. Details of the sales organization 
3. Sales strategy 


With regard to ma tability, you have made some clains in the letter that 

are most interes ting to us but have no meaning until they are substantiated 
and verifiable. n other ds, on what basis did Melia estimate that they 

would sell ac rcencage of their project to Europeans, Puerto Rican 
and residents rtheastern United States? 


° o 


We need to get from your information, an indepth feel for the background 
and size of their sales organization. These are the people that are, in 
] 


the final analysis, hol ing the key to the success of this project. 


i‘ detailed cut! 


sales strateay gives us an idea of the extent of 


rf 
rket receives. This outline should include an 
he advertising, plan and budget. 


if 


Hr. Leonard Wilkes 
Page 2 
August 18, 1972 


Leonard, it is most important that we have this information and that it 

is accurate and verifiable. On any project of this size where sales 

is the major factor of the project's overall feasibility, it is impossible 
for us to make a determination of that feasibility without a wealth of 
information. 


If Don or myself can be of any assistance or guidance in putting together 
this outline, please let us know immediately. We have received from 
Berens an essentially complete package and are most anxious, as I know 
you and your clients are, to submit this loan to Home Office. 


Sincerely, 


FIRST ea ADVISORY CORPORATION 


GOR b> 


Dwight £4]lantine 
Assis tank Vice President 


PAINE : EV 533 
WEBBER 
JACKSON 
& CURTIS 
INCORPORATED 
Established 1879 Members New York Stock Exchange, Inc. and other Principal Exchanges 


140 Broadway, New York, N.Y. 10005 (212) 437-2121 


August 22, 1972 


Francisco Melia, Jr. 
The Melia Group 
Princesa 25 

Madrid 8, Spain 


Dear Paco: 


Ptesee note the attached letter from First Mortgage Investor 
u 


st 
Yu 
of our $19.0 million loan application for 


2 Ss 
Melia Apartotel in Isla Verde, 


Everything appears to be in order for presentation to the 
Trustees except the proposed sales and marketing program. You 
can see the questions that have been raisec, and I am certain F 
that you have suffi 
4 


cient ammunition for us to go back with, which 
enders as to the marketability of your project. 


Hi 
Sy 
p00) 
a 
® 
(si 
“ 
u 


meet with you at your 


e 
headquarters in z y ee your operation first hand. 
Aco an 11t senat ro Bg + Cyrepet that “ + yn whate AY CcIinny ro 
AS an a seein ia, Mignt suggest that we round up whatever Support 

e€ can and arrange for you and Jack and I to meet 
ficers at their headquarters in Coral Gables, Florida. 
. 
In any event I have been told by the Trust that they are rea to 
present this to commitee early next week if we can satisfy them on the 


- 

77 
ee ae Late is a reek 3 
questions raised in their letter of August 18. 


orward to hearing from you as soon as possible. 


Wilkes, Director 


Moa wt 


ta TT \% en 
MUe GENS Department 


o EV 534 


FIRST MORTGAGE ADVISORY CORPORATION 


INVESTMENT ADVISOR TO FIRST MORTGAGE INVESTORS 
9300 SOUTH DADELAND BOULEVARD . SUITE “207, MIAMI, FLORIDA 33156, (305) 666.5972 


DONALD E. GRAY, Regional Vice President 
(South Florida Caribbean Region) 


September 22, 1972 


Mr. Leonard Wilkes 

Paine, Webber, Jackson & Curtis 
140 Broadway 

New York, New York 10005 


RE: Melia 

Dear Mr. Wilkes: 

Pursuant to our phone conversation this 1 morning, as the requested 
information relative to the above referenced loan has not yet arr- 
ived from Spain, our meeting is postponed until the subject inform- 
ation is received by you. 


Please inform us at your earliest convenience of its arrival so as 
to allow adequate time to schedule our meeting 


In the meantime, Don Gray and I will continue processing the loan 


: on the basis ofthe information on hand. 

Y Please note that this letter is copied to Berens in Puerto Rico 
for the sake of maintaining our lines of corm inication. If we can 
be of any further assistance to you in this matter, please feel free 
to call. 

Very truly yours, 
FIRS? MORTGAGE ADVISORY CORPORATION 
ped 4} ‘ / ea 
x / ae foe 4 / 
Owight Callantine 
Assistant Vice President 
DC/sam 


cc: Donaid Gray 
Clyde frame - Berens Mortgage Bankers 
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Robert Cahill 


September 26, 1972 


Mr. Dwight Callantine 
First Mortcase Investors 
9300 South Dedeland Blvd 
Suite 207 

Miami, Florida 33156 


San Juan, “Puerto Rico 
Dear Dwight: 


elved our marketing rvey from Modrid 


Bur 
ay, end I have it on my desk s morning. 
on 


ingiich 16 a little contrived and it will 


Jack Berprer 3 3 ig e 
tions for the Melis oO Lon is saving Ior £ {n i baday on some 
urgent company bi sine: &. e beck in New York on Wednesday 
October 4th. As we issed th Me areas we will meet with you 
and hopefully Messr: C2} ani in each, So that the committee 
ean have the full inmpac’ he marketing precran. 

he. 5 and I will take a rorning cae to Miant on Thursday, 
Octeber 5th and s' -uld be at your office et sorctime around 1PP.M. 


wait for us ee lunah. 


I look forward to meeting vith you again personally, and hopefully 
resolving the Melia application at this time. 


Sincerely 


Leonard Wilkes, 
National Mortgag 


EV 336 


FIRST MORTGAGE ADVISORY CORPORATION 


INVESTMENT ADVISOR TO FIRST MORTGAGE INVESTORS 
9300 SOUTH DADELAND BOULEVARD .- SUITE 207, MIAMI, FLORIDA 33156, (305) 666.5972 


DONALD E. GRAY, Regional Vice President 
(South Florida Caribbean Region) 


september 26, 1972 


Mr. Leonard Wilkes 

Paine, Webber, Curtis & Jackson 
140 Broadway 

New York, New York 


RE: Melia 
Dear Mr. Wilkes: a 


As per our phone conversation today, you have received and will be for- 
warding to us a copy of the marketing report pertinent to the above 
referenced loan offer. 


With regard to our tenatively scheduled meeting on October 5 at 1:00 
FP. M. here in our office, let me Say that it may not be necessary de- 
pending on the scope of the marke ing report, as our work on the loan 
should be complete by that time. We wil] advise you on this later. 

’ Let me reiterate to you again that we are most anxious to bring this 
matter to the decision point as quickly as possible. But due to the 
nature of the deal, that point can only be reached with the marketing 
information. 


Thank you for your cooperation and as always, if you should need any 
further assistance in this or any other matter, please cal}. 
Very truly yours, 


FIRST MORTGAGE ADVISORY CORPORATION 


fof 4 
J : oo , 
Dwight Callantine 
Assistant Vice President 
‘4 


DC/sam 


cc: Clyde Frame 
Donald E. Gray 


xs 


EFE£RST MORTGAGE ADWISORY CORPORATION 


s INVESTMENT ADVISOR TO FIRST MORTGAGE INVESTORS 


9300 SOUTH DADELAND BOULEVARD - SUITE 207, MIAMI, FLORIDA 33156, (305) 666-5972 


DONALD E. GRAY, Regional Vice President 
(South Florida Caribbean Region) 


September 28, 1972 


Mr. Clyde Frame 

Berens Mortgage Bankers 
G& P-0 Box 3529 

San J Puerto Rico 


Dear Clyde: 


c 


Confirming your meeting yesterday with Bob Cahill, we are returning the 
subject a package to you along with your Good Faith Deposit check in 
the amount of $50,000. 


As you know after high level discussions pane Ss with Home Office per- 
sonnel, it was decided that this deal does not represent to us the type 
of invastment we are now Seeking. This is not to be construed as a re- 
jection of the loan or a reflection upon the borrower. The decision 

was based as a matter of policy regarding the prejects concept. : 


.. ——n 


Thank you for considering FMI with this package and we are looking for- 
ward to receiving additional offers from you in the very near f ‘ture. 

f we can be of any further assistance to you on this or any other mat- 
ter, please feel free to cal} 


Very truly yours, 


Dwight Callantine 
Assistant Vice President 


DC/s am 


cc: Donald Gray 

Bernie Schulman 

Leonard Wilkes 
Leonard, I know you will be disappointed in this action. I ‘ried to 
reach you by phone today, but was unable to do so. The letter was 
addressed to Berens as they are our necessary legal vehicle in Puerto 
Rico on this deal. i1ease take to heart the middle paragraph, as it 
describes exactly the essence of this decision. We are looking forward 
to a continuation of what should become a mutually profitable relatien- 
ship, and we strongly urae you to contact Bernie Schulman or us with any 
other business where we could best serve the mortgage financial needs 
of you and your clients. : 
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PAINE 
WEBBER 
JACKSON 
& CURTIS 


INCORPORATED 


Established 1879 Members New York Stock Exchange, Inc. and other Principal Exchanges 


140 Broadway, New York, N.Y. 10005 = (212) 437-2121 


September 26, 1972 


Mr. Dwight Callantine 
First Mortgage Investors 
9300 South Dadeleand Blvd 
Suite 207 
Miami, Florida 33156 


Melia Avartotel 
see AE LOleL. 
San Juan, Puerto Rico 


Dear Dwight: 


As I advised you we received our marketing survey from Madrid 
at the Melia office yes z nd I have it on my desk this morning. 
As IE suspected however, English is a little contrived and it will 
require some editing. : 


Jack Berger, who heads up the Western Hempishere marketing opera- 
tiors for the Melia Organization is leaving for Spain today on some 
rgent company business ard will be back in New York on Wednesday 
October 4th. As we discussed this morning we will meet with you 
and hopefully Messrs. G Cahill and Leach,-so that the committee 


¢c 
ray, 
can have the full impact of the marketing program, 


2. 


Mr. Berger and I will take a morning flight to Miami on Thursday , 
October 5th and should be at your office at sometime around 1 P.M, 
I would suggest that you do not wait for us for lunch. 


I look forward to meeting with you again personally, and hopefully 
resolving the Melia application at this time. 


Sincerely 
t 


/ 


/ 


a HM ’ 
LUO TSES 7, 
(Fe ae a Doe O s 
‘F Leonaru ikes, ‘Director 
Nationa. liortgage Department 


